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WISCONSIN BANKERS START 
SUIT AGAINST FHLBB 
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STARTS WITH BASIC DESIGN 


Cost-conscious bankers are eyeing maintenance costs 
today. Already high, costs are sure to go higher, since 
labor is 90 per cent of the total. Result: another 
squeeze on hard-pressed net profits. 


The easy way to cut costs is to operate in quarters 
that require a minimum of maintenance in the 
first place. Our specialized planners know how to 
build low-cost maintenance right into your basic new 
quarters design. They plan your interior and exterior 
so efficiently that routine maintenance is easy. 

They know how to use the modern, long-life, easy-to- 
keep materials that reduce repair and renovating 
expenses. It’s another example of the “profit 
engineering” concept which we apply to every phase of 
your new quarters project . . . another reason 


for talking to Bank Building Corporation first. 


profit engineering—higher net 
through lower operating costs 
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IBA convention-goers will have 
a chance to take a first-hand look 
at “Springtime in the Rockies.” 
These peaks are in Estes Park, 
which will be toured during the 
May 22-26 convention. On the 
left is Mount Meeker. Other 
mountains are Long’s Peak, and 
the east face of Long’s Peak. 


—Photo Courtesy Rocky Mountain 
National Park 
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Denver Readies for the IBA 


Countless plans, trips, memos, phone 
calls and letters will be brought to 
fruition May 22 in Denver, Colorado 
when The Independent Bankers As- 
sociation opens its 26th annual con- 
vention at the Denver Hilton. 

When IBA President O. K. John- 
son, president of the Whitefish Bay 
State Bank of Whitefish Bay, Wiscon- 
sin, announced last July that Denver 
would be the site of the association’s 
1960 convention, the Denver Hilton 
was little more than an unfinished 
and ungainly pile in Denver’s Court 
House Square. 

Since, however, the Denver Hilton 
has been metamorphosed into a 
gleaming 22-story building, one of 
the newest and most modern hotels in 
the United States. 

The Hilton’s 800-member staff got 
its baptism of fire April 10 when the 
hotel was formally opened. By the 
time the IBA moves in for its May 
22-26 meet, the staff and the 884 
rooms will have been initiated by 11 
conventions. 

Superlatives are used most often 
to describe the Denver Hilton. For 
one, it cost more than $2614 million. 
Second, it’s the largest hotel between 
Chicago and the West Coast, and 
so on, until it’s mentioned the two- 
story gold-beaded lobby is one of the 
world’s largest. 


The exterior lines of the hotel are 
strong and contemporary, with over 
2% acres of glass used. A western 
motif keynotes the interior decor, but 
the cuisine for the IBA convention is 
strictly cosmopolitan, ranging from 
broiled lamb chops to Cornish game- 
hen, Venetian barquette, Vol-au-Vent 
de Volaille, scrambled eggs with 
cream grilled ham and roast prime 
rib of Colorado beef. 

The attractions promise to make 
the convention one of the largest ever 
staged by the IBA. Advance registra- 
tions, received from bankers in 42 
states, are better than a third ahead 
of last year. 

Mr. Johnson said he expects the 
total registration to be well in excess 
of 1,000. 

Included on the program are Ros- 
well Garst, the Coon Rapids, Iowa 
farmer who was host to Soviet pre- 
mier Nikita Khrushchev last sum- 
mer; Dr. Walter W. Heller of the 
University of Minnesota’s School of 
Business Administration; G. Harold 
King, Jr., governor of the Federal 
Reserve Board; Thomas G. Lanphier, 
Jr., guided missile expert; Arthur T. 
Roth, president of The Franklin 
Square National Bank of Franklin 
Square, Long Island; Dr. Paul Dud- 
ley White, Boston heart specialist; 
and Carl Taylor, president of the 


Author To Be Key 
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Robert S. Allen, nationally known 
Washington newspaper columnist, 
will be one of the featured speakers 
at the afternoon session of the IBA 
convention May 25. He will follow 
Dr. Walter W. Heller on the program. 

Mr. Allen’s wide range of experience 
and personal contacts with every ma- 
jor Washington political figure give 
him the authority to speak with first 
hand knowledge on problems facing 
the nation’s leaders. 

He is the author of many books, 
including Washington Merry-Go- 
Round; Lucky Forward, the story of 
General George S. Patton’s Third 
Army; and Truman Merry-Go-Round. 

A writer noted for his incisive style, 
Mr. Allen was for a time co-author 


Waukesha State Bank of Waukesha, 
Wisconsin. 

Mrs. Louis Mullins, who has 
earned critical acclaim for her sensi- 
tive dramatic performances, will be 
featured at the women’s program dur- 
ing luncheons on Monday, May 23. 

Sunday, May 22, will be devoted 
to registration and to committee 
meetings. Early registrations will be 
accepted on Saturday, May 21. The 
first sessions of the convention are 
Monday. Tours to Estes Park and the 
historic ghost town of Central City 
will be held on Tuesday and Thursday. 

Final convention sessions and the 
annual banquet are scheduled for 
Wednesday. Founders of the associa- 
tion will be honored at the banquet. 

This is the 30th anniversary of the 
IBA. 

In addition to the sessions, conven- 
tion-goers will have an opportunity 
to examine some of the newest bank- 
ing equipment made by American 
manufacturers in the hotel. 

Pre- and post-convention trips to 
the West Coast are being arranged 
by the American Express Company. 
The pre-convention trip leaves Chi- 
cago May 15, and the post-convention 
trip starts from Denver May 27. 
American Express has also an- 
nounced it can schedule sea and air 
trips to Hawaii after the convention. 


Speaker 


of a syndicated column with Drew 
Pearson. He writes with authority on 
many subjects, but national politics 
is his forte. 


Mr. Allen has been a political news 
reporter for more than 35 years. His 
column is carried by the Post-Hall 
Syndicate in hundreds of newspapers, 
including the New York POST. Dur- 
ing World War II, he was on General 
Patton’s staff as Chief of Combat In- 
telligence and was decorated many 
times. He was wounded in Germany 
and lost his right arm. His medals in- 
clude the Silver Star, the Legion of 
Merit, the Bronze Star, the French 
Legion, the Croix de Guerre, the Pur- 
ple Heart, and a special commenda- 
tion ribbon with cluster. 
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Queen City Promises 


Western Hospitality 


A social hour and buffet dinner will 
be given at the Cherry Hills Country 
Club in Denver for IBA convention- 
goers on May 24. Cherry Hills is the 
site of the 1960 National Open Golf 

Tournament, and is the course fa- 
vored by President Eisenhower dur- 
ing his golfing vacations in Denver. 





One of the hazards husbands will experience at the 1BA’s convention is that the 
new May department store is connected to the Denver Hilton by a glassed-in 
bridge. Wives should return with some delightful souvenirs. 





climatological contingencies, or 


What a Banker Wears in Denver 


What to wear in Denver? 

A point to consider before emplan- 
ing, entraining or settling down be- 
hind the wheel of your Belchfire 8 for 
the trip to Denver and the 26th an- 
nual convention of The Independent 
Bankers Association. 

Without presuming to be a sartori- 
al arbiter and without making even 
faint promises to get anybody onto 
any kind of “ten best-dressed” list, 
we respectfully suggest preparation 
for almost any eventuality of weather. 

On the average, Denver is warm 
during the day and cool during the 
night. (Highs for 1957, 1958 and 
1959 ranged from 47° to 83°, while 
lows were 35° to 55° in the five day 
period of May 22-26.) 

There will likely be a light shower 
sometime during the convention (pre- 
cipitation over the May 22-26 period 
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for the past three years has ranged 
from .11 inch to .53 inch, with the 
average .30 inch). 

A brisk breeze prevails most of the 
time. It averages about 12 miles per 
hour, although occasional gusts go up 
to 30 m.p.h., or better. 

In the more freakish moments in 
May, Denver has been provided with 
smog, fog, hail, snow, sleet, drizzle 
and blowing sand. 

Denver is noted for its sunshine, 
and Old Sol generally reigns, but the 
mile-high altitude and the nearness to 
the Rocky Mountains are factors con- 
tributing to the rapid changes. For 
the most part, the tourist can expect 
warm days and cool nights, with pos- 
sible exceptions ranging from heat 
waves to blizzards. 

Before anyone outfits like Admiral 
Peary or Lawrence of Arabia, how- 























With spring stirring in the high 
reaches of the Rockies in late May, 
the fact is announced by Colorado’s 
state flower, the mountain columbine, 


a delicate lavender and gold bloom. 





ever, we'd like to suggest the follow- 
ing as an order of basic accoutrement 
for the men: 

Light gloves 

Sun glasses 

1 lightweight suit and 1 heavier 

suit (unless, of course, you're 
either a fashion plate or a bit 
maladroit with the gravy ladle) 

Light topcoat 

Raincoat 

Sportswear and possibly a medium- 

weight jacket (for the tours to 
Estes Park and Central City) 

Use your own judgment in the mat- 
ters of cuff links, neckties, pocket 
flasks and garters, keeping within the 
bounds of propriety, of course. 

We heartily avoid making any sug- 
gestions for the ladies, knowing they 
would be scornfully dismissed any- 
way. 
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No development in post-war banking 
has been more far-reaching in its con- 
sequences than the change in the size 
and relative importance of the various 
types of institutions making up the 
banking structure. 

In the years since the end of World 
War II, all banking institutions have 
grown. None, however, has experi- 
enced the rate of growth of the mu- 
tuals, and particularly of savings and 
loan associations. The growth of mu- 
tuals has truly been phenomenal. 


The Explosion 


Between 1944 and 1958, assets of 
loan associations increased from $7.5 
billion to $55.1 billion, or by seven 
times. During the same years, assets 
of mutual savings banks more than 
doubled, increasing from $17 billion 
to $37.8 billion. 

During the period from 1945 to 
1958, time deposits of individuals, 
partnerships and corporations in all 
commercial banks increased from an 
estimated $30 billion to $59.6 billion. 

At the end of 1958, the total de- 
posits and share accounts of these 
mutual institutions had exceeded the 
time deposits of commercial banks by 
a large margin—$82 billion in the 
mutuals against $59.6 billion in com- 
mercial banks. Moreover, since the 
end of World War II, the dollar share 
account growth of the loan associa- 
tions has exceeded the deposit growth 
of all commercial banks by many 
billions. 

What has been the reason for this 
great growth by the mutual institu- 
tions? To sum it up in one sentence: 
asset growth has consisted almost en- 
tirely of deposit growth and deposit 
growth has been due principally to 
the ability of the mutuals to attract 
deposits through high interest rates. 
These rates, in turn, are made pos- 
sible largely through virtual freedom 
from income tax. 

A great deal has been written on 
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The Problem 








By Paul D. Lagomarcino 


of Tax Equality 


the subject of tax equality. Perhaps 
too much has been written by inter- 
ested parties with more of an eye to 
a point of view than with a desire for 
clear interpretation of the fact. 


A Plaguey Problem 


The problem of unequal taxation 
of competing banking institutions has 
plagued the banking industry for 
many years. The Revenue Act of 





Mr. Lagomarcino has been executive 
secretary of the Bar Association of Erie 
County in Buffalo, 
New York since 
1956. He has had a 
wide variety of legal 
experience, includ- 
ing being trial at- 
torney for the In- 
ternal Revenue Serv- 
ice, assistant profes- 
sor of law at the 
University of Buffa- 
lo, consultant to the New York State 
Law Revision Committee, and a member 
of Buffalo’s Tax Revision Committee. 





1951, which was designed to correct 
the problem, failed completely to 
achieve its purpose. 

In effect, the Act provided that a 
mutual need pay no tax on income 
until reserves for bad debts exceeded 
12 per cent of deposits. 

A trifling amount of tax has been 
paid under the Act, however, because 
—as a group—the reserves of mu- 
tuals have been well below the 12 
per cent figure. In 1958, the surplus 
and reserves of loan associations 
stood at about 8 per cent of share 
accounts and those of savings banks 
slightly under 10 per cent of deposits. 
Only a few institutions, whose re- 
serves exceeded the 12 per cent fig- 
ures, paid any Federal tax. But the 
amount these institutions pay is in- 
significant in light of the earnings of 


mutuals as a whole. 

At the present time, mutual institu- 
tions pay a Federal tax rate of about 
14% per cent on their net income 
after deduction of interest or divi- 
dends. In terms of dollars paid, be- 
tween 1952 and 1958 member loan 
associations had a net income of 
$2,364 million after dividends—and 
paid Federal tax of only $33.9 mil- 
lion on it. These figures give a rate of 
1.43 per cent. 

During the same years, insured 
commercial banks paid Federal in- 
come tax of $5,946 million on net 
profits of $14,717 million after the 
deduction of interest on time deposits 
—a rate of 40.4 per cent. 

The injustice lies in the fact that 
both types of institutions now com- 
pete in many respects for business 
that is the same, but one operates un- 
der the handicap of heavy taxes. 
while the other does not. 


Cut-rate Taxes 


The mutual institutions possess a 
tremendous competitive weapon in 
their freedom from tax, which per- 
mits them to finance growth out of 
tax dollars at the expense of the other 
competing, fully-taxed banking insti- 
tutions. By the end of 1958, share ac- 
counts of the 100 largest loan asso- 
ciations averaged $113 million and 
deposits of the 100 largest mutual 
savings banks averaged in excess of 
$250 million. 

Beyond the realization that tax in- 
equality clearly exists and hurts them 
daily, most bankers do not know the 
exact degree of the harm, or what 
they can do individually to help cor- 
rect the situation. 

In any heated and extended con- 
troversy, argument and rebuttal over 
a period of time inevitably will blur 
one’s perception of the issues and the 
actual facts. In coming issues, the 
various phases of the tax equality 
problem will be explored, the pros 
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and cous of the issues discussed, and 
important facts set forth to offer a 
full presentation of this problem. 


Some Questions 


A number of questions come to 
mind at once. What are the different 
kinds of mutuals and how do their 
functions differ? To what extent do 
they compete for the same business 
as commercial banks? Has this com- 
petition increased or diminished in 
recent years? How have annual piece- 
meal grants of operating authority 
affected their overall services? 

Mutuals justify their tax exemption 
in part on the ground they are the 
institution of the small saver. Is this 
so? Do they exist primarily to en- 
courage thrift? If they do, how does 
the assertion square with the fact of 
advertising campaigns for institution- 
al savings and trust funds? Have 
their objectives at the legislative level 
shown a desire to serve the small or 
the big account? 

What effect have Federal tax ex- 
emption, high interest rates and large 
deposit growth had on the reserves of 
mutual institutions? Have reserves 
kept pace with deposit growth? Have 
reserves suffered in order to maintain 
high interest rates? 

Apart from tax exemption, how has 
the mutuals’ competitive position 
been affected by freedom from hav- 
ing to maintain reserves required by 
the Federal Reserve Board and their 
ability to place a large amount of 
deposits in mortgages? 

What have been the advertising 
practices of mutual institutions, and 
particularly of the savings and loan 
associations? Have these been con- 
sistent with practices generally 
thought to be in the best interests of 
the banking industry as a whole? 
What legislation exists and what leg- 
islation has been proposed to regu- 
late the advertising practices of mu- 
tual institutions? 

These and related questions will be 
discussed in future articles. Some will 
be directed at the legislative history 
of the present tax law affecting banks, 
to the degree of the present tax in- 
equality at national, state and local 
levels, and how it has affected all 
banking institutions in terms of de- 
posits, interest rate, and reserves. 
Other articles will discuss the pro- 
vision and the status of Federal legis- 
lation designed to remedy this tax 
problem. 
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FDIC Bill Endorsed 
By Both IBA, ABA 


Representatives of both The Inde- 
pendent Bankers Association and the 
American Bankers Association have 
endorsed H.R. 8916, a bill to revise 
the method of computing assessments 
paid the Federal Deposit Insurance 
Corporation by member banks. 

The bill, introduced by Representa- 
tive Paul Brown of Georgia, chair- 
man of the House Banking and Cur- 
rency Subcommittee No. 2, would in- 
crease the portion of the assessment 
credited to insured banks from 60 
percent to 6634 percent, and would 
substitute a new formula for the pres- 
ent alternative methods used by 
banks in determining their assessment 
base. 

This base would be fixed by aver- 
aging the deposits shown on two call 
reports in each semi-annual period 
and deducting 1674 per cent of de- 
mand deposits and 1 per cent of time 
deposits from that figure. 


Allows Savings 


R. L. Mullins, president of the 
Wolfe City National Bank of Wolfe 
City Texas and chairman of the IBA’s 
legislative committee, said the IBA 
endorsed the proposed changes and 
urges their enactment. 

“The savings to be had from the 
changes recommended are not incon- 
sequential,” Mr. Mullins said in his 
testimony in Washington April 2. 
“The relief from detailed reports and 
the correspondence which often fol- 
lows would be welcomed by many 
small banks. All businesses, both 
large and small, and practically all 
their organizations are now surround- 
ed by an astonishing amount of paper 
work, and to be relieved of even a 
small part of that paper work would 
be a relief.” 

D. Emmert Brumbaugh, chairman 
of the ABA’s committee on Federal 
Deposit Insurance, termed the mea- 
sure “one of the most constructive 
banking measures to be considered 
by the Congress in many years.” Mr. 
Brumbaugh is president of the First 
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measure will simplify 


method of assessments 


National Bank of Claysburg, Penn- 
sylvania, and—like Mr. Mullins—a 
past president of the IBA. 

Mr. Brumbaugh, too, cited the ad- 
vantages of simplifying procedures in 
computing assessments. 


Simplicity Cited 


M. Monroe Kimbrel, chairman of 
the ABA’s committee on Federal leg- 
islation and executive vice president 
of the First National Bank of Thom- 
son, Georgia, said the measure has 
the ABA’s full support. 

Banks will be able to save time and 
expense if the bill is enacted, Mr. 
Kimbrel said. “They will be able to 
use in computing their assessments 
the same records they now use in pre- 
paring their call reports. The more 
complicated computations involved in 
arriving at the ‘float’ deduction and 
other deductions under the present 
formula will be eliminated.” 

He also said that a substantial re- 
duction in the FDIC’s auditing force 
would be possible, thereby reducing 
the corporation’s expense. 


No Cost Increase 


Mr. Kimbrel declared enactment of 
H.R. 8916 would not increase the cost 
to banks, and that the FDIC had giv- 
en its assurance that “only a fraction 
of 1 per cent of the insured banks 
would have their net assessments in- 
creased” under the proposed measure. 

He repeated the ABA advocacy of 
a “substantial increase” in the assess- 
ment credit. 

“We note that Mr. Wolcott (Jesse 
P. Wolcott, chairman of the FDIC) 
in his testimony estimates that, even 
with the changes proposed in this bill, 
the insurance fund will have reached 
a ratio of 1 per cent of the total de- 
posits of insured banks prior to 1970, 
and that the Corporation believes that 
at that time Congress may want to 
take another look at the assessment 
formula to determine whether or not 
the continued growth of the fund, at 
the rate provided by these proposals, 


paid by member banks 


is in the best interests of the banking 
economy. 

“We believe that the loss experi- 
ence of the corporation, the composi- 
tion of bank assets and the ratio of 
the bank’s capital funds to deposits 
may be more significant factors than 
the ratio of the insurance fund itself 
to the total deposits of the insured 
banks in determining what should be 
the rate of growth of the fund. There- 
fore, we would hope that, even prior 
to the time the ratio of the fund to the 
total deposits of the insured banks 
reaches 1 per cent, Congress would 
again review the assessment formula 
to determine whether, in considera- 
tion of these other factors, a further 
increase in the assessment to the in- 


sured banks might be justified.” 
® 


Maryland Solid for 
Bank Ad Campaign 


Maryland has joined the “100 Per 
Cent Club” of the Foundation for 
Commercial Banks. 

The first state to have 100 per cent 
of its commercial banks enrolled in 
the Foundation’s national advertising 
program was Montana, according to 
Morris R. Brownell, Jr., chairman. 

Charles W. Hoff, chairman of the 
board, Union Trust of Maryland, is 
the Foundation sponsor in his state 
who guided the campaign to get 100 
per cent enrollment. 

Working closely with correspond- 
ent banks proved to be an effective 
organizing influence on behalf of the 
Foundation, according to Mr. Hoff. 


A DEGREE OF INFLATION 
The cost of a college education has 
doubled in the last 15 years. By 1970, 
experts estimate a college degree may 


cost as much as $20,000. 
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&L Rules Challenged 
By Wisconsin Bankers 


The Wisconsin Bankers Association 
and five of its members have chal- 
lenged that Federal savings and loan 
regulations since 1949 have consti- 
tuted a “tortious invasion” of the 
banks’ exclusive right to conduct 
banking in Wisconsin. 

In a suit filed against the Federal 
Home Loan Bank Board in U.S. Dis- 
trict Court in Washington April 2, 
the members of the board and the 
board itself were named defendants. 

The WBA and five Wisconsin banks 
contend regulations of the FHLBB 
have been illegal since March 7, 1949 
because those regulations exceed au- 
thority granted to the board by Con- 
gress. 


Charge Deposits Allowed 


Specifically, the WBA and the five 
Wisconsin banks say that the FHLBB 
regulations allow the Federal savings 
and loan associations to accept de- 
posits which are withdrawable upon 
demand. 

Such a practice is allowed by an 
illegal regulatory fiat, the plaintiffs 
allege. 

The only legal way in which a 
Federal savings and loan association 
may raise capital, they say, is pre- 
scribed in Séction (b) of 12 USC 
1464 which reads: 

“Such associations shall raise the 
capital only in the form of payments 
in such shares as are authorized in 
their charter, which shares may be 
retired as therein provided. No de- 
posits shall be accepted and no certi- 
ficates issued except for such bor- 
rowed money as may be authorized 
by regulations of the board.” 

The plaintiffs further contend that 
in revising Charter K, the FHLBB 
has eliminated shares as a form of 
capital as authorized in the charter 
of each individual association; that 
it has eliminated receipt of payment 
on shares authorized as a capital- 
raising activity; and that it has de- 
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leted the word “shares” in the regu- 
lations defining capital. 


A Usurpation 


Numerous cases relating to de- 
posits were cited by the plaintiffs to 
show that Federal savings and loan 
associations have usurped the cor- 
porate powers of chartered banks by 
accepting deposits. 

The plaintiffs’ brief says: 

“, .. it should be apparent that so 
long as Federal Savings and Loan As- 
sociations were accepting payments 
upon shares authorized in their char- 
ters, they were not engaged in bank- 
ing, because such payments were 
dedicated to the purchase of shares 
as authorized in the charters. The 
shares as authorized in the charters 
were not unlike insurance policies, 
or merchandise, because the receipt 
of payments by Federal Savings and 
Loan Associations were dedicated to 





From 
Old Grizzlies to 
Bright-eyed Cubs 
They're joining in the 
Rush to the Rockies 


for the annual convention 
of the Independent Bankers 
Association in Denver 
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the purchase of shares as authorized 
in their charters.” 

From 1949 on, the brief continues, 
the regulations made no provision for 
shares, but instead allow Federal sav- 
ings and loans to accept payment 
“dedicated to the purchase of abso- 
lutely nothing” and that the payments 
are in fact a deposit in a “savings ac- 
count” subject to withdrawal the 
same as bank deposits. 

“The mere fact that ‘savings ac- 
counts’ are by regulatory fiat defined 
as ‘capital’ in abortive fashion lends 
no substance to the procedure,” the 
brief says. 

The WBA and its member banks 
which brought the suit also allege 
that the savings and loan associations 
have also said outright or tacitly 
given the impression that the money 
brought them by a customer is a de- 
posit withdrawable on demand and 
that there is no mention of shares or 
capital. 


Defendants Answer 


In answering the plaintiffs, the 
FHLBB filed a brief contending that 
the essence of the banks’ complaint 
is that they suffer competition from 
the Federal savings and loans and 
that Congress has granted the plain- 
tiffs no right to be free from such 
competition. 

The Board also answers that it has 
not undertaken to regulate the plain- 
tiffs, has not ordered them to aban- 
don any of their activities or sub- 
jected them to any obligation or du- 
ties, but that the plaintiffs’ sole aim 
is to eliminate competition which 
they fear. 

The Board says, therefore, the 
plaintiffs have no standing to sue be- 
cause their complaint shows or al- 
leges no injury or threat. 

In answer, the banks say they are 
indeed being damaged because the 
FHLBB’s regulations expose them to 
illegal competition. 
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THE EDITOR 


It 18 with some trepidation that we even mention the 
ringing statement, “They said it couldn't be done,” for 
fear you will be reminded of that 
toothy creature who advertises L&M 
cigarettes on television. We know of 
no better way, however, of getting 
into the subject of negative thinking. 
Much has been written about the 
power of positive thinking. We be- 
lieve that the negative approach is 
encountered just as often as the posi- 
tive and too often is convincing. 

In reading accounts in Denver 
newspapers of the opening there of the new Hilton Hotel, 
which will serve as IBA convention headquarters May 
22-26, we noted that had negative thinking prevailed 
there probably would be no Denver Hilton today. This 
was brought out at hotel dedication ceremonies by Wil- 
liam Zeckendorf, whose Webb & Knapp Real Estate De- 
velopment Firm built the $26.5 million hotel. 

In his account of how the hotel came to be built, Mr. 
Zeckendorf recounted a long and continuing struggle 
against negative thinking. 

It was in 1944, he said, that he began making plans 
for Denver’s downtown area. He declared, “For the pre- 
vious 35 years, not an important building had been con- 
structed in downtown Denver. Yet my plans were resisted 
by many in the community. 

“Many said we couldn’t build the mile high center 
(since named the Denver U.S. National Bank Center). 
We were urged not to build it and were told that existing 
office buildings were only 85 per cent occupied, that office 
space was available, that we would have to obtain twice 
that much for office space in our building.” 

Mr. Zeckendorf said he refused to listen and went 
ahead with his plans, climaxed by the construction of a 
square block which includes the hotel and a large depart- 
ment store. While the Hilton Corporation operates the 
hotel, Mr. Zeckendorf is the corporation’s landlord. 

As for us, we will be eternally grateful to an Army 
major under whom we served for a few brief months 
during World War II. The Major was, in the parlance of 
the enlisted men who worked for him, a “screwball.” 
Some of his fellow officers were more direct and merely 
dismissed him as being “nuts.” He was full of screwy 
ideas. 

Our gratitude goes to him because he always 
prefaced the presentation of one of his ideas with 
the growled admonition, “‘Now don’t tell me how 
this can’t be done.” It was amazing to me how 
many times the enforced positive approach re- 
sulted in the completion of what at first seemed 
impossible. 





MR. BELL 
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By HOWARD BELL 


DON’T GIVE UP 


The real test in golf and in life is not in keeping out of 
the rough but in getting out after we're in. 


IN THIS ERA of inflation and high government spending, 
all of us have become somewhat accustomed to frequent 
use of boxcar-sized figures. We confess to being among 
those thus insulated. 

Even so, we were jarred the other day by the arrival 
of a release which pointed out matter-of-factly that liabili- 
ties of the Federal Social Security System now exceed 
the national debt by $50 billion. The release is especially 
timely in that this is an election year. Traditionally, 
Social Security benefits are increased in election years in 
an effort to gain political advantage. 

According to the release, put out by the National As- 
sociation of Manufacturers, “Every election year for the 
past decade Congress has liberalized the Social Security 
system. The result is that the liabilities against the Old 
Age Survivors and Disability Insurance Fund now stand 
at some $360 billion, Of this enormous sum, only about 
$21 billion is funded. The unfunded part—some $340 bil- 
lion—exceeds the national debt by about $50 billion. 

“Few people realize the enormous cost of the Social 
Security system or the full implications and hazards of 
the vast debt being imposed upon us and posterity. 

“From January 1, 1937, to January 1, 1960, about 
$69.8 billion was collected from employers, employes and 
the self-employed of the country. The OASDI Fund 
earned $5.9 billion in interest, and about $54 billion was 
paid out. 

“Today, six per cent of taxable payrolls goes to support 
the Social Security system. During 1960, contributions 
and expenditures each are expected to exceed $11 billion. 
Under the present schedule of progressive tax increases, 
and assuming that no further increases in the tax rate are 
enacted, by 1969 the government will be taking nine per 
cent of taxable payrolls for Social Security. 

“Some idea of the weight of this additional load 
on the economy may be had from the fact that 
every increase of one-half of one per cent in Social 
Security taxes means that an additional $1 billion 
must be paid.” 


* kk * 


HARSH TAX TREATMENT 
With the federal and state income tax deadlines such 
a recent memory, no one can work up much love, or even 
tolerance, for the tax collector. It could be worse, how- 
ever. 
In Greece, for example, tax dodgers’ names are pub- 
lished. Their automobile licenses are withdrawn. They 
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are fined heavily. Their business premises may be closed 
for up to three months. 

Sounds like the tax collector in Greece would be even 
more difficult to deal with than his counterpart in tne 
USA. 


a: ale te 
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ON A RECENT TOUR through the Denver Hilton Hotel, we 
were told that the rate for identical rooms increases ac- 
cording to the elevation. You can, therefore, get the same 
room for less on the fifth floor than the 20th. For an ex- 
planation of why this is so, not only at the Denver Hilton 
but other first class hotels, consider this explanation of 
the relation of altitude to cost. It was written by Herb 
Leggett, editor of ARIZONA PROGRESS, published by Valley 
National Bank. Says Herb: 

“Everyone wants to live on a mountain. Or the side of 
a hill. These are the choicest tidbits of real estate at the 
present time because people like to live high, literally 
as well as figuratively, and there aren’t enough penthouses 
to go round. 

“Altitude is the newest, and one of the oldest, of the 
status symbols. Originally, when reference was made to 
people in “high places,” it meant just that. Hilltops were 
generally reserved for temples of the gods, military 
strongholds and castles of the elite. The masses usually 
huddled together in the valleys where food, water and 
shelter were more readily available. Togetherness was 
the normal way of life for both humans and animals. 

“Buyers always insist that they are mainly in- 
terested in the view. But psychiatrists know better. 
So do the real estate people. Nobody is kidding 
anybody. The main object is to get high enough 
up so you can look down on most of the people 
who are already looking down on other people. 
The more desolate and inaccessible the location 
the better. Naturally the price is scaled to the 
height, just as with apartment houses where the 
top floors carry the top rentals. No one wants to be 
found dead on the first or second floors.” 


% % % 


BETTER RETURN WANTED 


A help wanted ad in a morning newspaper: “Intelligent 
young married man, age 27, presently employed, wants 
interesting job with less future and more present.” 


A FEW YEARS BACK we recall there was a considerable 
stir when a magazine editor wrote he could not in good 
conscience carry an advertisement for savings bonds be- 
cause he considered them a poor investment. The editor 
pointed to the fact that inflation had outstripped the 
earning power of the bonds. 

The comment was widely circulated and gained great 
popular acceptance. One would believe that this type of 
thinking might discourage savers, but not so, according 
to a recent study completed at the University of Michigan. 

Fifty thousand families were interviewed in the survey, 
which formed the basis of a book, “The Powerful Con- 
sumer,” by Professor George Katona. 

Professor Katona found that despite inflation, many 
people believed they did not fare badly with their savings 
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in the past. Sentiments are to this effect: Even though 
government bonds may buy less today than 10 years ago, 
having $100 today is better than having spent $75 on 
many small and unimportant things a decade ago. 

The survey also discovered that the chief interest of 
savers is to protect their families from financial disaster 
and to have some money available so the children can be 
given the best possible education. 


“Le xu 
. “« 
<7 


CLEAR CHANNEL NEEDED 
Minds are like parachutes. They only function when 
they are open. 


FROM TIME TO TIME we have mentioned bank annual 
reports that have impressed us especially. In that category 
is the report of The Waterbury National Bank in Water- 
bury, Connecticut, founded in 1848. 

One of the report’s most distinguishing features is its 
bright orange cover with a large “W” cut-out revealing 
segments of a backing sheet showing an aerial perspective 
of Waterbury done in a scale model. The report itself is 
different in that the statement of condition occurs near the 
end. Preceding the statement is a report of President 
Harlan H. Griswold on the local, state, national and in- 
ternational scene. 

Reproductions of a number of the bank’s advertise- 
ments also precede the statement of condition, which dis- 
closes that the bank has assets totaling $27,561,209. Total 
trust assets taken at book values were $18,618,719 in 1959. 

In a letter accompanying the report sent us, President 
Griswold commented, “The Waterbury National Bank is 
an independent bank in a state which is following the 
merger path at an ever accelerating pace. Our bank is 
now one of the few in the state of Connecticut which has 
never merged, consolidated or combined with any other 
institution. We have a main office and three branches serv- 
ing our immediate trading area. 

“You will note that we have published both good years 
and the not-so-good years and I can say that. during the 
past six years. we have had no adverse reaction from 
this reporting. To the contrary, we have, | believe, gained 
innumerable friends whose confidence in our institution 
has been heightened by this evidence of our candor. 

“From a public relations standpoint, we feel that this 
annual report, done each year in a style somewhat simi- 
lar to the one enclosed, has been productive of more sub- 
stantial new business for the bank than any other single 
advertising medium. I also feel that it has been very 
helpful to us in our management recruitment problem.” 


“ 


* 


DEMON ON THE DIAMOND 
Psychiatrist: What do you dream about at night? 
Player: Baseball. 
Psychiatrist: Don’t you dream about anything else? 
Player: Nope, just baseball night after night. 
Psychiatrist, looking puzzled: Don’t you ever dream 

about girls? 

Player: What? And miss my turn at bat? 
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By Clifford L. Hufsmith 


FACTS 


Mr. Hufsmith, board chairman of 
The First National Bank of Palestine, 
Texas, is the author of the book, 
Profitable Banking which was recent- 
ly published and now enjoying a wide 
circulation. Banking authorities say 
the book contains the initial break- 
through of the mystery and mis- 
understanding of the relationship 
between the bank and the demand 
depositor. It spells out in simple 
language the business terms of this 
relationship and pinpoints the 
discriminations they may produce 
against both the bank and depositor. 
Copies of Profitable Banking may be 
obtained from Bankers Publishing 
House, 89 Beach Street, Boston, 
Massachusetts. 





EDITOR’S NOTE: This article is 
adapted from a talk Mr. Hufsmith 
presented in San Francisco for the 
Senior Officers Seminar of the Inde- 
pendent Bankers Association of the 
Twelfth Federal Reserve District. 


BANKERS OVERLOOK 





Bankers, though more prosaic, are somewhat like ex- 
plorers who chart new continents with never a misstep 
but stumble over a forgotten sill in their own home. 

It is my purpose to take you into an unexplored area 
of our profession and call your attention to some over- 
looked facts—and circumstances—that have a material 
effect on bank income, profit and customer relations. 

If you took time to determine the most important phase 
of banking, you would probably say it occurs in the busi- 
ness relationship between the bank and the demand de- 
positor. About 75 per cent of our facilities and personnel 
are utilized in that area—accepting deposits, transferring 
deposited money by check, and handling out-of-town 
checks. 


Uncharted Areas 


At first thought, we would say the mechanics of this 
area had been completely talked out, that our education 
was complete on every angle of it. But . . . what about 
the basic theory which is the father of present practices? 
Do we have a working knowledge of the facts and forces 
upon which our current policies are formulated? Are 
those theories logical and effective? 

In other words, have we ever established and tested the 
terms upon which the bank and the demand depositor 
now do business? 

No. Surprisingly, this area has been left completely 
unexplored. 

First, to define our terms. 

By “depositor” we mean the demand depositor. “Bank- 
ing” designates the demand deposit phase of banking 
unless otherwise indicated. “Terms” mean the business 
terms of the relationship under discussion. 

In an effort to establish the terms, I wrote over 200 
bankers, banking authorities, financial economists, the 
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ABA legal department, the AIB, FDIC, Federal Reserve 
Board, and the directors of the major graduate schools of 
banking. 

I gave this example of the basic demand deposit trans- 
action: 

Doe takes $2,000 in currency to the bank, hands it to the 

teller saying, “I want to deposit this.” The teller takes the 

money, gets Doe’s signature card, gives him a duplicate 
ticket, and Doe leaves the bank, completing the first cycle 

of the transaction. 

With no further contact with the bank until four months 

later, Doe calls at the bank and asks for his $2,000. The 

teller gives him $2,000, takes Doe’s receipt for it and Doe 
leaves the bank, thereby completing the final cycle of the 
transaction. 

I explained this transaction—like all other business 
transactions—must be performed under some form of 
agreement or contract upon which there had been a mu- 
tual agreement and that a specific consideration must be 
provided, for otherwise the contract would not be legal. 
I requested that each of those I contacted in my survey 
give his own conception of the terms . . . to identify the 
consideration . . . to name the party receiving it... and 
to tell why it was paid. 

A large majority of the 200 persons I surveyed replied 
—but not a single one was able and willing to write the 
terms. Many said the terms were implied but declined to 
state the implication when requested to do so. Some said 
it didn’t make any difference what the terms were because 
banking was doing pretty well without knowing them. A 
few said it was an important question and said it should 
have proper study. The ABA legal department and other 
legal authorities went so far as to state it would be unwise 
to make an attempt to spell out the terms in precise 
language but they declined to say why it would be unwise. 
Many said the terms were printed on the signature card 
and deposit ticket, but when we examine them, we find 
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nothing about depositing and withdrawing money—they 
relate only to the handling of checks. 


Make an Offer 


So we have 14,000 banks doing business with millions 
of depositors and no one can state the terms upon which 
they are doing business. All other types of business make 
definite offers, stating the terms upon which they will do 
business with the public. Why is banking the only excep- 
tion? 

Since none was able to write the terms of our present 
business contract with the depositor, let’s see if we can 
determine what they should be. Let’s state a few of the 
most important ones: 

1. Demand deposit banking functions in the field of 
free enterprise. 

2. This thing we call “profit” is the reward knowingly 
and willingly paid for supplying a need or satisfying a 
desire. 

3. He who seeks a profit must supply a particular need 
or satisfy a certain desire for which a profitable price will 
be paid, which is the only orthodox and logical way to 
obtain a justified profit. 

4. “Service” is the act that supplies a need for which a 
profitable price will be paid. 

5. The desire for profit is the primary force in the prac- 
tice of free enterprise. 

6. “Free enterprise” is the practice of supplying needs 
in order to obtain the profit that will be paid therefor. 

7. The “bank” is an institution established and main- 
tained to obtain profits for its owners by supplying needs 
of a financial nature. 

These are the fundamental axioms of profit and free 
enterprise. They are well understood and faithfully ap- 
plied in all lines of business except deposit banking. 

Using the seven basic axioms of profit and free enter- 
prise, we should be able to formulate the contract that 
should exist between Doe and the bank. 

DOE: “Mr. Banker, I need a safe and convenient place for my 
$2,000. I am not willing to take any risk and I want it back 
upon demand. I understand you offer to supply such a need.” 

BANKER: “Yes, Mr. Doe, we do.” 

DOE: What’s your price?” 

BANKER: “My price is $1 per $1,000 per month and you can 
get back your same money without any risk being involved.” 

DOE: “Is that your best price?” 

We now come to the very crux of deposit banking. 

BANKER: “I can offer you a much better price if you are willing 
to take advantage of the two important characteristics of your 
money. Your money is fungible, that is, all $20 bills have the 
same value and they may be exchanged without Joss to anyone. 
Secondly, your money possesses an interest-producing capacity 
wherever it goes. If you will convey this interest-producing ca- 
pacity to the bank and agree to accept ‘like’ money at the 
time of withdrawal instead of the same money, you won't have 
to pay the $1 per $1,000 per month. Under this option, you trade 
all the interest-producing capacity of your money for the safe 
keeping price you would otherwise have to pay.” 

DOE: “That sounds attractive, except there will be a risk when 
you lend my money and it won’t be in the cash drawer when 
I call for it. How are you going to overcome these facts?” 

BANKER: “Your money and all other similarly deposited money 
is placed in a common fund with the bank’s own money—its 
capital account. All bank loans are made from this fund and 
all deposit withdrawals are made out of it. If any such loan is 
not repaid, it just happens that that particular Joan was made 
with the bank’s own money and all the loss comes out of the 
bank’s own money—none of it out of yours.” 

DOE: “That sounds safe. What if your money is depleted, what 
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happens to mine then?” 

BANKER: “That’s why we have FDIC and loan limits, The bank’s 
own money always remains in the fund and experience has 
shown that the daily deposits and withdrawals practically offset 
each other. Therefore, the total of the fund remains fairly con- 
stant, with the result the bank can keep about 60 per cent of 
it in loans and still have enough cash in the till to cover all 
withdrawals of deposits.” 

DOE: “We've made a deal, then. I agree to accept ‘like’ money 
instead of my same $2,000 when I call for it.” 

Using these established facts, we can now write the 


orthodox offer the bank should make the depositor which 
we will call the free enterprise form of contract. 


FREE ENTERPRISE CONTRACT FORM 

This bank offers to supply your need for a safe and con- 
venient place for your money which will be returned to 
you upon demand, the consideration for such service being 
your conveyance of the interest-producing capacity of your 
money to this bank for the time it is on deposit, and your 
agreement to accept an identical amount of “like” money 
at the time of withdrawal. 


Here is a legal contract form, and the acceptance of the 
offer is evidence of mutual agreement. The consideration 
is definitely stated when the bank agrees to depend upon 
the lending of the money to produce the safekeeping price 
of $1 per $1,000 per month. 

In its contract with Doe, the bank obtained all the in- 
terest-producing capacity of his money. Only a small de- 
gree of risk need be placed on the capital account in order 
to obtain the safekeeping price. By lending this money 
at a higher degree of risk, the bank will obtain a sum in 
excess of the safekeeping price. This excess should be 
called the risk assumption profit. 

It’s important to realize Doe has no logical or equitable 
claim on any part of the risk assumption profit for the 
following reasons: 

1. Since Doe refused to assume any of the risk re- 
quired to produce the $1 per $1,000 per month safekeep- 
ing price, he neither has any right to share in any excess 
which might be produced. 

2. The demand transaction is in no way a lending oper- 
ation because the owner, in a lending operation, must 
surrender complete control of his money over a fixed 
period of time, which Doe refuses to do. 

3. As far as Doe is concerned, the bank does not loan 
money because Doe can withdraw all his at any time. 
Therefore, Doe has no rightful claim on any income from 
the common pool. 

Doe does not have any right to benefit because a num- 
ber of people have money deposited in the bank at the 
same time, thereby creating the opportunity for the bank 
to lend part of the deposited money. All such benefits be- 
long to the owners of the bank because it is their main- 
tenance of the bank which produces the opportunity. 
Doe’s benefit is limited to the avoidance of paying the 
safekeeping price. 

These are the vital facts of deposit banking, and we 
completely ignore and disregard them in our dealing with 
the demand depositor. This disregard causes all the pres- 
ent mystery and confusion. 

By making a logical application of the seven axioms 
we find the deposit operation contains two potential 
profits—the safekeeping profit and the risk assumptior 
profit. 

Before we discuss checks, it must be understood we 
are not concerned with the size or amount of any particu- 


Page II 





lar profit, only in the existence of a profit and how it can 
be obtained, 

Now, obviously, when Doe has his money in the bank, 
from time to time he is going to want to draw on it to 
pay his bills, The seven axioms tell us how we should 
write the offer in the money transaction, The prices used 
are for example only, though they represent equitable 
charges. 


MONEY TRANSFER OFFER 


This bank offers to supply the depositor’s need to transfer 
his money to other parties under the following terms; 

1. The depositor shall issue his cheek on this bank to trans. 
fer a definite sum of money to a named party, 

2. The bank will effect said transfer and return the de- 
positor’s check bearing the receipt of his designated payee, 
4, The price for supplying this need is 10¢ per transfer plus 
25¢ per $1,000 transferred, settlement to be made on a 
monthly basis, 


This is the same type of offer Doe encounters in all 
other business transactions—a definite price for supply- 
ing a definite need, Of course, it is necessary to fix mini- 
mum prices or fees which are also factors. 

This form of contract eliminates the “service charge” 
which has produced more confusion and ill-will than any- 
thing else in banking. The depositor has resented the 
service charge (which is often not explained to him) but 
he has never objected to paying a fair price to have a 
specific need supplied. 

We now come to the third type of transaction involved 
in our deailng with the demand depositor. This one can 
he identified as the “conversion” transaction. 

Doe desires to deposit a $1,000 check drawn on an 
out-of-town bank. Doe can withdraw all his money at a 
moment's notice. If the bank deposited $1,000 to Doe's 
account in lieu of the check and Doe immediately with- 
drew all his money, the bank would then have $1,000 of 
its own money in some out-of-town bank to its own dis- 
advantage. A more logical method is required for han- 
dling the situation, 

Actually, Doe needs to have the check converted into 
local cash which he can either take from the bank or 
deposit. Here, using the seven axioms, is the offer the 
hank should make: 

CONVERSION OFFER OR CONTRACT 

This bank offers to supply the demand depositor’s need to 

have an out-of-town check converted into cash under the 

following terms: 

1. The depositor shall endorse and deliver said check to 

this bank for which he shall receive cash in the amount of 

the check. 

2. The price for supplying this need is 10¢ per check plus 

25¢ per $1,000 converted, settlement to be made on a month- 

ly basis unless otherwise provided. 

Such a contract removes all the confusion which has 
previously surrounded the conversion transaction, and it 
eliminates the irritating “float”. The depositor can under- 
stand such a contract, while he may not understand our 
complicated scheme for handling “float”. 

You will notice two separate profits were obtained on 
the same out-of-town check—the transfer profit and the 
conversion profit. 

This situation—which at first appears rather odd—is 
brought about by the existence of the Federal Reserve 
Check Clearing Operation. The Fed sets itself between 
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the converting bank and the transferring bank. It says to 
the converting bank: “You charge your depositor to get 
the check to us, and we will take it from there.” Then the 
Fed tells the transferring bank: “Here's Doe’s check—the 
law says it’s payable at par at the Fed—therefore charge 
Doe for sending the money to us,” 

If payment of all checks were guaranteed and the Fed 
gave immediate credit, the two charges could be consoli- 
dated and collected from Doe, the drawer of the check, 
but until that time, the two prices are required. However, 
when the mechanics are considered, the two-price method 
is more equitable and cheaper. (Incidentally, read Section 
13, Para, 1, and Sections 16, Para. 14 of the Federal Re- 
serve Act which provide the Federal Reserve Board shall 
fix this remitting or transfer price at not to exceed $1 per 
$1,000. In our examples, we used a combined price of 
only 50¢ per $1,000.) 

We have now dissected our business with the demand 
depositor, determined the needs, identitfied the types of 
profit, and learned how they may be obtained. 

Now for the big job——write the terms we bankers now 
use. The task becomes simple, though, provided we stick 
to fundamentals. 

All of us are familiar with the service charge theory 
and the earnings credit allowed on the depositor’s loan- 
able balance, Under this practice, we assess a service 
charge for each check and conversion and offset these 
charges against the net income of the depositor’s loanable 
balance. 

This means four different transactions occur: (A) when 
the service charge equals the income on the balance, (B) 
when the service charge exceeds the income, (C) when no 
service is rendered, and (D) when the service charge is 
less than the income on the balance. 

The accompanying graph shows that depositors A, B, 
C and D each have loanable balances of $50,000, and 
the bank obtains $50 net income from each every month. 

Under the present system, the bank would realize only 
$80 net from the four depositors. But if the bank had 
received payment from its depositors for services ren- 
dered, it would have had a net of $242. 

Looking at the chart, you will find that under the 
present system, the bank makes no profit on A because 
it used the $50 income to pay for services A received. 
The bank will lose $20 on B because of extra services 
provided him, C has asked for no services and the bank 
has no offset for the $50 income from his account, but 
the law will not permit the bank to pay him what his 
money has earned. So the bank appropriates C’s $50 and 
calls it a profit. D’s account was a bit more active, but the 
bank owes him $30. As in the case with C, the bank steps 
behind Section 19 of the Federal Reserve Act and appro- 
priates D’s $30 as profit also. 

If the bank obtains $50 from C, it should collect $100 
from A because of the service he received. We must main- 
tain the $50 paid to A in the way of services belonged 
to him, otherwise it would be a misapplication of funds. 

Similarly we must maintain D’s account has earned 
money for him, and if we were to treat all depositors 
equitably, we would pay $50 to C and $30 to D, nothing 
to A, and we’d collect $20 from B. 


The present system is not equitable, though. If we were 
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to draw a contract for the present system, this is what it 
would say: 


Under the following conditions, this bank offers to pay the 
demand depositor interest on the loanable part of his bal- 
ance at the rate of 1.2 per cent per annum: 

1, All interest due the depositor shall be payable monthly 
in those forms of bank service determined by the bank, 
such service to be rendered when requested by the de- 
positor. The “interest payment value” or current price of 
each service shall be fixed by the bank. 

2. Any depositor receiving during the month an amount of 
service having an “interest payment value” in excess of the 
amount of interest due him will be charged at the end of 
the month the current price of said excess service. This 
charge shall be known as the “service charge”. 

3. At the end of each month, the bank will appropriate as 
a profit that part of the depositor’s interest remaining un- 
paid by the method provided herein, 


Suppose we posted such a contract in our lobby and it 
was read by C and D-—wouldn’t they set up a justified 
howl? And what would our stockholders say about sub- 
sidizing A and B? 

If the legal authorities had really known what was go- 
ing on, they were right in saying it would be unwise to 
spell out the terms of our present policy. 

Why were the 200 bankers and banking authorities 
I contacted unable to write these terms? They had access 


to the same facts. It is possible everyone is reconciled to 
the mystery and confusion surrounding the deposit phase 
of banking? If anyone has a better explanation, I'd like 
to hear it. 

Some of you may say it would be unfair to the de- 
positor to make a logical application of the seven axioms, 
but such an opinion cannot be supported by facts. A 
faithful application of them will not produce discrimina- 
tion—it actually prevents it. It is rather our present terms 
which produce gross discrimination. 

Practicing free enterprise does not create adverse pub- 
lic relations. Our “service charge” and “float” policies 
do, though. Ask any depositor. 


No Capacity for Prosperity? 

Let’s also test the opinion that the free enterprise terms 
will produce too much income and profit. 

During the past 20 years, demand deposits in insured 
banks have multiplied 4.2 times, bank loans have multi- 
plied 6 times, and the Gross National Product has multi- 
plied 5 times. But bank capital has multiplied only 2.7 
times. If it had kept pace with the rest of the economy, it 
would now be in excess of $30 billion instead of the pres- 
ent $18 billion. 

Additional capital will not flow into banking because 


Each of the four depositors maintain an account having a loanable balance of $50,000, the employment of 
which produces a monthly net return of $50, Under the free enterprise contract, this $50 is a justified profit for the 
bank, being the sum of the safekeeping profit and the risk assumption profit. Depositor “A” receives service cost- 


ing $50. Depositor “B” receives service costing $70. Depositor “C” 


only $20 worth of service. 


receives no service. Depositor “D” receives 


The following schedules show the profitwise results of the free enterprise form of contract we have just developed 
and compares them with the results of our present theory and practice. Under the free enterprise form, the bank 
obtains the justified profit in each type of transaction. Note what happens to the bank’s justified profit under 


present practice. 


FREE ENTERPRISE FORM 


PRESENT PRACTICE 


DEPOSITOR “A” 
Bank retains the $50 justified profit $ 50 Bank supplies “A” service costing $50 
Bank collects the $50 cost of service Bank offsets its $50 justified profit against 
plus a profit of 15 the $50 cost of service 50 
Total profit from “A” account $ 65 Total profit from “A” account NONE 
DEPOSITOR “B” 
Bank retains the $50 justified profit $ 50 Bank supplies “B” service costing $70 
Bank collects the $70 cost of service Bank offsets its $50 justified profit 
plus a $21 profit thereon 21 against above cost 50 
Total profit from “B” account $ 71 Loss on “B” account $20 
The “service charge” is to offset this loss 
DEPOSITOR “C” 
Bank retains the $50 justified profit $ 50 Bank supplied “C” service costing NONE 
Since “C” received no service, the bank obtained Since bank paid “A” and “B” the $50 justified profit, 
no profit on service 00 bank is obligated to pay “C™ the same amount 0 
Total profit from “C” account $ 50 Bank still owes “C” $50 
WHAT HAPPENS TO THE $507 
DEPOSITOR “D” 
Bank retains the $50 justified profit $ 50 Bank supplies “D” service costing $20 
Bank collects the $29 cost of service Since bank paid “A” and “B” the $50 justified profit, 
plus a $6 profit thereon 6 bank is obligated to pay “D” the same amount 50 
Total profit from “D” account $ 56 Bank still owes “D” $30 
Total Profit from “A” - “B” - “C” - “D” $242 WHAT HAPPENS TO THE $30? 
Total Profit from “A” - “B” - “C” - “D” $80 


(From Profitable Banking by Cliffo-d L. Hufsmith 
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of the poor dividend record resultant from present de- 
mand deposit policies. When we consider net profit on 
invested capital and list the 25 major lines of business in 
the country, banking is in 23rd place. 

Because of a lack of profit, banking is also unable to 
hire and retain competent personnel. When we list the 
average employe salary paid by the major lines of busi- 
ness, banking is at the bottom of the list. Banking salaries 
are only 6 per cent higher than those paid the cotton mill 
worker. 

Being starved by lack of adequate income and profit, 
banking works to reduce expenses when it should be 
striving for more income out of which to pay better sal- 
aries and dividends. 


New Sources Needed 


More demand deposits and higher interest rates will 
not do the job. Under the present terms with the depos- 
itor, more deposits mean more expense without additional 
income and profit. Higher interest rates mean the de- 
mand depositor receives a higher earnings credit on his 
loanable balance. 

The FDIC records show insured banks now pay de- 
mand depositors $2 billion annually as interest on their 
balances. If we had practiced free enterprise as all our 
customers do, we would have retained this $2 billion as 
our safekeeping and risk assumption profits. We could 
have increased salaries by 20 per cent, paid a 6 per cent 
dividend on a $30 billion capital account and have had 
about $700 million left for undivided profits. 

The opinion that banking, by practicing free enterprise, 
will make too much profit will not stand the test. Don’t 
forget the old gentleman wtih the long gray beard who 
takes half of every dollar of additional profit you can 
obtain. 

We bankers must acquire accurate knowledge of these 
basic fundamentals and learn the orthodox method of 
applying them. The fact that graduate schools of banking 
are increasing is evidence we need further education. So 
far, the courses offered in these schools have been limited 
to minor phases of banking—none of them offers courses 
in the fundamentals required for the profitable operation 
of a bank. 

On television, we bankers are always crooks, but you 
and I know we are anxious to do the fair thing. We want 
to be faithful to our shareholders who employed us to 
accomplish the primary purpose of the bank—that is, 
obtain and pay a good return on their capital investment. 
We are anxious to avoid a discrimination against any 
of our customers. 

Yet we are to blame for the many discriminations our 
depositors and shareholders now suffer. We must plead 
ignorance—we don’t have accurate knowledge of what the 
terms are and the unwarranted results they produce. 


A Need To Evolve Rapidly 


We must educate, but we cannot expect a revolution 
in those overlooked areas. However, we should all strive 
for a rapid evolution. When the majority of us have been 
adequately educated in this area, then is the time to start 
doing something. 

In order to aid you in testing the accuracy of these 
overlooked facts, let’s take a look at the situation from a 
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different point of view. 

At the turn of the century, banking’s primary functions 
were supplying a safe place for money and making loans. 
Few of us realize banking has undergone a major evo- 
lution. FDIC figures show us what has happened: 

At the beginning of 1958, total demand deposits were 
$147 billion. By the end of 1958, they were $156 billion 
and we were pleased with the $9 billion increase. 


Ours Is To Reason Why 


The records also show that, during 1958, $3.3 trillion 
were deposited in banks and that the banks handled over 
11 billion checks. We marvel at these figures and then 
forget them. But we never ask why $3.3 trillion were de- 
posited during a single year, and why we handled 11 
billion little pieces of paper, even though 75 per cent of 
our total man hours and facilities were devoted to this 
vast operation. 

The significance of that $3.3 trillion is that the public 
was taking advantage of a safe and efficient way to pay 11 
billion items of debt which had arisen in the daily func- 
tioning of our economy. 

Since 80 per cent of the deposits on hand at the begin- 
ning of the year were actually in the process of being 
transferred, we find that over 99.5 per cent of all deposits 
made during the year were for the sole purpose of having 
their title and possession transferred to other people. 

The money transfer operation is now the principal 
function of the demand deposit bank. The safekeeping 
operation is merely an incidental though necessary part 
of the transfer operation. 

The supplying of these 11 billion needs makes 11 billion 
opportunities for profits for banks. 

Remember, if a need is of sufficient importance to war- 
rant its being supplied, a fair price should be paid to 
him who supplies it. The facts say we bankers do not 
realize what has happened to our banks—they are now 
primarily money transfer institutions. 

In light of that, this is what we should offer the cus- 
tomer: 


MONEY TRANSFER OFFER 


This bank offers to transfer money from one party to 
another under the following terms and conditions: 

1. The owner of the money desiring to transfer it to another 
party shall deposit the money in this bank in an account 
designated a “money transfer” account, and the owner may 
issue his check to the transferee for the amount to be trans- 
ferred, whereupon said bank will effect said transfer and 
return the check bearing the receipt of the transferee. 

2. The money-owner shall compensate said bank for all 
transfers made as follows: 

(A) Convey to said bank the interest-producing capacity of 
the money while it is in the custody of the bank. 

(B) Pay said bank 10¢ per transfer plus 25¢ per $1,000 
transferred, settlement to be made on a monthly basis unless 
otherwise provided. 

3. Those money-owners who desire the return of any part or 
all of their money shall receive it in cash upon demand. 


A contract of this form covers what the bank is 
actually doing and exactly what the customer wants 
done. It also obtains all the logical and justified profits 
for the bank and completely eliminates all the present 
mystery and confusion in deposit banking. And. . . it 
will merchandise bank service. 

We bankers must stop talking about “selling the bank”. 
We must start talking about how to sell the only things 
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we have for sale—the things we can do. We must identify, 
describe and price each type of service we offer to per- 
form. We should begin telling how good and how effective 
each service is—not how big our bank is. 

The “service charge-earnings credit” system is the top 
policy we apply to our dealings with the demand de- 
positor, but most certainly, it is not designed to obtain 
the profits available to the bank—in fact it prevents the 
bank from securing justified profits. 

Section 19 of the Federal Reserve Act says we shall 
not pay any interest on any demand deposit by any device 
whatsoever. But simple arithmetic proves insured banks 
now pay at least $2 billion annually as interest on demand 
deposits. Where, other than in banking, will you find a 
group of businessmen refusing to obey a federal law 
when it would pay them $2 billion a year to obey it? 

These facts say that somebody needs some education. 


Present System Discriminates 


Countless discriminations occur under our present 
system—the policies in this area are so vague we can’t 
say how many. But let’s not kid ourselves. We can’t 


keep them hidden forever. It’s merely a matter of time 
until we wake up to see an article in a national maga- 
zine under the title, “How Bankers Discriminate against 
Depositors and Shareholders.” What will be our position 
when such an exposure is made? We will be on the de- 
fensive—and with no logical basis for a defense. 

Now the question: “How successful have you been in 
practicing what you preach?” 

The answer is rather inane, but the only one I can give. 

Let’s assume you and I and five other fellows operate 
shoe stores in the same city and each of us gives away a 
pair of shoes with each pair of socks we sell. You realize 
this is a foolish practice and you come to me suggesting 
that we sell shoes instead of giving them away. I listen 
and then say: “Well, brother, that sounds pretty good— 
you try it for a month and let me know what luck you 
have.” 

I can still hear your reply. “How in hell can I sell shoes 
when you dumb clucks are giving em away?” 

You must do some educating before you can sell your 
shoes. 








Bank Jesse James Robbed 
Still Keeps Its Doors Open 


Ninety-one years ago Jesse James 
robbed his first bank, in the little 
town of Russellville, Kentucky. Pos- 
ing as a cattleman, with five com- 
panions, the lad who was to win 
world-wide fame and notoriety for 
his feats of law-breaking bravado, 
shot his way to $17,000 loot in the 
Southern Bank of Kentucky. 

Today the original bank building, 
scene of the hold-up, serves as the 
Logan County public library and is 
a popular tourist attraction. In the 
lobby of a more modern building, 
three blocks away, occupied by the 
bank, now known as the Southern 
Deposit Bank, a handsome mural de- 
picts the event of that March day in 
1868. And, as if to emphasize the 
confidence of the present day man- 
agement, the doors to the bank act 
as a welcome, open automatically to 
visitors without their having to poke 
a gun—or even their hands—to 
swing them clear. 

The legend of the hold-up, which 
is soon learned by every visitor to 
Russellville, relates that about 1840 
a young fellow in town named Robert 
James had been ordained to preach 
in the Baptist church and that two 
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officials of the bank became inter- 
ested in the young man and provided 
funds to finance his education at 
Georgetown College. Young James 
married while at college and moved 
to Missouri. 

In the Spring of 1869 six young 
men visited the bank in Russellville 
several times apparently seeking in- 
formation in connection with their 
cattle “business”. Then one noon 
hour when the clerk and cashier were 
out, they again called, this time drop- 
ping their pose. They declared their 
motive—robbery. Nimrod Long, 
president of the bank, who had 
helped pay for the education of 
Robert James, was severely injured 
during the affair. Later it was learned 
that the leader of the group was 
Jesse, the son of the young Baptist 
minister, whom Long had befriended. 

The Southern Deposit Bank is the 
oldest banking institution in its area, 
tracing back to 1839 when its prede- 
cessor, the Southern Bank of Ken- 
tucky started operations. At one time 
this bank was the largest in the State. 
Its name was changed four times 
prior to 1916 when it assumed its 
present name. 


In the more than 120 years of its 
existence, the bank has weathered 
six wars, two panics and one depres- 
sion and several recessions. And not 
only was it held up by Jesse James; 
on September 22, 1934, another band 
of robbers swooped in and got away 
with $17,000, the same sum as was 
taken by the James gang. 

The mural, which was installed two 
years ago, is the work of James B. 
Wiley of Madison, Tennessee. It is 
on Masonite, and was moved into 
the bank in sections. 

The ready access to the bank which 
exists today is the result of auto- 
matic equipment with “Magic-Door” 
carpet controls which has been in- 
stalled to operate the old four-inch 
doors which were left in place when 
the bank was recently remodeled. The 
automatic door equipment, which is 
manufactured by The Stanley Works, 
of New Britain, Conn., has been in- 
stalled in banks in all parts of the 
country, and in supermarkets, li- 
braries, hospitals and other places 
where the free movement of persons 
is essential. 
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Bank Merger Control 
Bill Passes House 


ui 

Di House of Representatives: passed 
S, 1062, the Bank Merger Bill, on 
April 4, It now oem to the Senate, 
and in likely that it will be passed 
there without a joint conference, 

The bill le actually an amendment 
of the Federal Deposit Insurance Act, 
designed to provide safeguards agalnat 
bank mergera and consolidations 
which might tend to leasen competi 
tion or create a monopoly, 

The House version of the bill omit 
ted two controversial worda— whether 
the effect of a merger would be “sub: 
stantial” or “undue,” 

The original version of the bill pro: 
posed to provide safeguards againat 
mergers and consolidations which 
might lessen competition “unduly” or 
tend “unduly” to create a monopoly 
in the field of banking, 


independents Support Bill 


Both Ben DuBois and Harry Hard: 
ing appeared in Washington, D.C, 
February 17 to testify that use of the 
word “unduly” would weaken the 
bill, They asked that “substantial” be 
used in the place of “unduly” because 
the former word is used in the Clay- 
ton Act and its meaning is well estab- 
lished, while it might take a long 
series of court actions to interpret 
“unduly,” 

Mr, DuBois, Sauk Centre, Minne- 
sota, is secretary of The Independent 
Bankers Association, Mr. Harding is 
president of the First National Bank 
of Pleasanton, California, and hon- 
orary president of the Independent 
Bankers Association of the 12th Fed- 
eral Reserve District. 

In spite of the omission of the word 
“substantial,” Mr. DuBois said the 
bill was a good one, and one that the 
IBA had worked for persistently. 

The House bill was accepted with- 
out debate. Senator Willis A. Robert- 
son, chairman of the Senate Banking 
Committee, said there was some criti- 
cism of one feature of the bill which 
requires the supervisory agency to ac- 
cept the burden of proof that a merg- 
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er or Consolidation is agalnat the pub 
lie Interest, 


Three Areas 


Supervision of mergers of consol 
dations ia broken into three areas un 
der an amendment which was added 
to the bill shortly before passage. 

Prior written consent from the 
Comptroller of the Curreney ia ree 
quired for mergers or consolidations 
of national banks or District banks, 

In the cane of state member banks 
of the FDIC (except District banks) 
consent must be obtained from the 
Board of Governors of the Federal 
Reserve Syatem, 

If the acquiring, assuming or re: 
sulting bank is a nonmember in- 
sured bank (except a District bank), 
approval muat be obtained from the 
Federal Deposit: Insurance Corpora: 
tion, 

Whichever supervisory agency is 
involved, however, it must request re- 
ports on the competitive factors of 
the merger from the other two super: 
visory agencies and from the Attor- 
ney General's office, 

These reports are to be furnished 
within 30 calendar days after they 
are requested, or within 10 calendar 
days if the requesting agency advises 
there is an emergency situation, In 





extreme emergencies, consultation is 
not required, 

The Comptroller, the Board of Gov 
ernors and the Corporation are re 
quired to list each merger in their an 
nual report to Congress, along with 
a statement for the basie of merges 
approval, 


Presidential Approval 


Both President Kisenhower and 
members of Congress have long called 
for a bank merger bill, Bank mergers 
and consolidations could not be read: 
ily policed under either the Sherman 
Anti-Trust Aet or Seetion 7 of the 
Clayton Aet, 

Only one bank merger has ever 
heen challenged under the Sherman 
Act (and that is still pending) and 
the Clayton Act is ineffective because 
it covers only stock acquisitions while 
most bank mergers are achieved 
through asset acquisition, 

The House passed a bank merger 
control bill in 1956, and different 
merger bills were passed by the Sen- 
ate in 1956, 1957 and 1959, S, 1062 
was passed by the Senate last year, 

Representative Brent Spence, chair: 
man of the House Banking and Cur- 
rency Committee, in urging passage 
of S, 1062, said present Federal bank- 
ing laws have serious defects in con- 
trolling mergers in that many mergers 
can take place without any approval 
by Federal supervisory agencies, and 
that even when approval is required, 
there are no uniform standard to be 
applied, 


Much Merger Activity 


Bank mergers have been taking 
place at the rate of 150 a year for 
the past 10 years, Representative 
Spence said, and have nearly all in- 
volved the largest banks in the coun- 
try, resulting in a tremendous concen- 
tration of power. 

Representative Paul Brown, chair- 
man of the Banking and Currency 
subcommittee which worked out the 
compromise features of the bill, 
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spoke strongly in ite favor: 

"The bill provides that no merger 

which is to result in a bank insured 
hy the Federal Deposit Insurance 
Corporation may take place unless it 
has heen approved by one of the 
Kederal bank supervisory agencies 
the Comptroller of the Currency for 
national banks, the Federal Reserve 
Board for state member banks, and 
the Federal Deposit Insurance Cor 
poration for insured nonmember 
hanks, This puts the responsibility for 
acting on a proposed merger where 
it belongs —in the agency charged 
with supervising and examining the 
bank which will result from the merg- 
er,” 
Representative Emanuel Celler, 
chairman of the Committee on the 
Judiciary and of the Anti-Trust sub 
committee, went on record in behalf 
of the bill also, 

He said that 100 banks in the 
United States controlled 46 percent 
of the total bank assets and more than 
AB per cent of all bank deposits in the 
nation, 

Competition Needed 

“Such concentration is contrary to 
the fundamental premise that the 
banking system of the United States 
should rely for its vitality on vigor- 
ous competition by a multitude of in- 
dependent banks, locally organized, 
locally financed, and locally man- 
aged,” he warned. “For unlike other 
countries, such as Great Britain, 
France, and Germany, where a few 
mammoth institutions control nearly 
all the banking facilities, the Ameri- 
can system is based on competition is 
one of the strongest factors safe- 
guarding a sound banking system.” 

Representative Celler hailed the bill 
as a step forward, but that it does not 
contain all the safeguards he believes 
necessary. 

Specifically, he said it would have 
heen preferable to have made provi- 
sion for a hearing on the record and 
the right of a court review, together 
with adoption of the competitive test 
contained in Section 7 of the Clayton 
Act, with exceptions for cases involv- 
ing probable failures, management 
problems, inadequate capital or un- 
sound assets, or overbanked com- 
munities. 

Basically, though, Representative 
Celler said, the bill was a sound and 
progressive one and would do much 
to halt the monolithic concentration 
of wealth. 
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CONSTRUCTION OF NEW QUARTERS for the First National 
Bank of MeComb, Mississippi was scheduled to begin early this 
month, according to President William Neville, Jr. Functional 
efliciency is stressed in the design. 

Photo by Bonk Byilding ond Equipment 


to boost bank profits 





1. ADVERTISING AND PROMOTION—you can get advice 
and guidance from a large and able staff—and use a 
complete mat service that makes for more effective 
advertising at lower cost, 


2. NEW BUSINESS DEVELOPMENT—La Salle’s staff can show 
you how your bank can attract customers through ad- 
dition of services and more attractive presentation of 
services, 

3. MORE EFFICIENT SYSTEMS AND METHODS—are you taking 
advantage of the best bank operation methods? 


4, EMPLOYEE TRAINING—call on La Salle to help provide a 
training program that will increase employee effective- 
ness, 


5, CREDIT SERVICE— broaden the scope of your credit service 
by making use of La Salle facilities. 


6 TRUsT service—whether you have a trust department 
or not, making use of La Salle experience and guidance 
can assure your customers of complete trust service. 


Want to know more? Call Bob Hanlon or Dick Smith. 
The number is STate 2-5200. 


La (lle ne 
STote 2-5200 
h NATIONAL BANK Complete Trust Service 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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y ro wor The Old Man Instructs 


On Contingent Liabilities 
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I was encouraging to learn that the 
Old Man’s contact with the Superin- 
tendent and teachers in his local 
school was having a favorable reac- 
tion. 

I reached my conclusion about the 
favorable results when two teachers 
and a high school student from his 
school dropped into my office to talk 
to me. The Old Man was on a short 
trip to California and they thought 
that I might help them with some of 
their discussions, The teachers are 
trying to enlist interest in discussion 
groups among themselves and with 
students, 


The Exclusive Ingress 

It developed that in a recent con- 
versation with the Superintendent 
and teachers the Old Man had made 
reference to “back door financing.” 

The Old Man had reference, of 
course, to the liability of our Govern- 
ment on contingent matters and to 
the practice that has been developed 
by the spenders to gain access to the 
United States Treasury by back-door, 
or side-door, methods which have 
been authorized by the Congress, but 
which are not actually reflected as a 
part of the huge Government debt, 
nor as easily recognized as a liability 
of the Federal Government. 

I had no idea of what the Old Man 
had said about the amount of “con- 
tingent” liabilities of the United 
States Government, and so I had to 
just strike out for myself. They 
seemed to want an estimate from me 
before they revealed the figures the 
Old Man had mentioned. 


Owed and Promised 

Since we were dealing in billions 
of dollars and since I do not try to 
memorize figures just to remember 
them, I told them that it was my cal- 
culation that the Government owed 
about $285 billion in direct debt al- 
ready entered on the books and that 
the direct debt, plus the contingent 
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liabilities, would amount to a round 
figure of $750 billion, The Old Man 
actually had it calculated at a few 
billion dollars more. He may have 
been correct. The difference is unim- 
portant. 

The important thing was that nei- 
ther of the group, prior to the Old 
Man’s contact with them, had any 
conception even of the direct debt. 
The teachers readily acknowledged 
that the matter of contingent liabili- 
ties had never entered their minds. 
Both had studied economics in col- 
lege and one had two college degrees. 
Neither had ever heard “back door 
financing” or the Government’s con- 
tinuing and contingent liability men- 
tioned in any economics class. The 
student had come along because of 
his interest in ‘economics. He _ in- 
tended to major in economics when 
he entered college. 

After some discussion, the student 
asked me if I could give a concrete 
example of what we were talking 
about. He wanted something to sink 
his teeth into. | was ready to accom- 
modate him. 

I asked if there was a public hous- 
ing project in their community. They 
did not have, and I had to use the 
one in our town for an illustration. 


An Example 


I showed them the last annual re- 
port of our Housing Authority, which 
was Report No. 8, the project being 
now in its ninth year. I showed them 
that the taxpayers of the United 
States had been subsidizing the proj- 
ect in our town for eight years, to 
the extent of $300 per year (or more) 
for each apartment in the project. 
The units had been more than 90 per 
cent occupied during this period and 
at times there had been a waiting 
list. Moreover, there is every indica- 
tion that the subsidy will continue at 
the same rate, or a greater rate, for 
the next 32 years. At that time, the 


project will automatically become the 
property of our City Government. At 
that time, each unit in the project 
will have cost the taxpayers of Ameri- 
ca $12,000 or more based upon eight 
years of operation, This $12,000 does 
not include interest during the 40 
years and does not include the bu- 
reaucratic overhead expenses inciden- 
tal to Government supervision and 
connection with the project. Each 
apartment is a spigot, siphoning $25 
per month directly from the Federal 
Treasury. Other leaks siphon off per- 
haps as much more. 

I explained that the subsidy re- 
ceived by my town would recur in 
the budget each year for 32 years 
because the Federal Government is 
committed to public housing and is 
morally and legally responsible for 
millions and millions of dollars in 
bonds and notes executed by local 
housing authorities. If the program 
were stopped today, expenditures 
would continue for 35 to 40 years. 

They were impressed, and said so. 
One said he was astonished and had 
never dreamed that public housing 
“wasn’t paying its way.” I smiled 
and said, “You are not alone.” 

I admonished them to be careful to 
distinguish between the Public Hous- 
ing Administration and the Federal 
Housing Administration, because 
there is a great difference between 
the two agencies. They were anxious 
to have me explain the difference. 

I told them I would do that when 
the Old Man returned. I wanted the 
Public Housing subsidizing method 
to fully sink into their consciousness 
before the Old Man and I proceeded 
to any other phase of their education. 
They want to know. Perhaps there are 
thousands who would like to know if 
someone like the Old Man would ap- 
proach them as he had done. I know 
now that for myself I have got to go 
and do likewise. 
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Total Bank Assets 
Increased in 1959 


Total assets of all insured banks 
increased 3 per cent during 1959, 
Chairman Jesse P. Wolcott of the 
Federal Deposit Insurance Corpora- 
tion has announced, This growth 
raised total assets to $275 billion. 

Deposits advanced 2 per cent and 
amounted to nearly $248 billion. 
Capital and surplus accounts totaled 
$22 billion, and miscellaneous lia- 
bilities were over $5 billion. 

The 13,382 insured banks in op- 
eration at the end of 1959 held ap- 
proximately 96 per cent of the assets 
and deposits of all banks in the na- 
tion, 

Assets of the insured commercial 
banks increased $6 billion to $243 
billion at the end of 1959. During 
the year the banks reduced their se- 
curities holdings by over $7 billion, 
and increased their loans nearly $13 
billion. 

Disinvestment in 
Government 


United States 
obligations accounted 


for nearly all the reduction in the 
banks’ securities portfolio. An in- 
crease in holdings of municipals was 
offset by a decrease in other securi- 
ties, 

The 13 per cent, $13 billion ad- 
vance in loans was spread generally 
among all types of loan. The largest 
category of loans, those made for 
commercial and industrial purposes, 
would have increased except for a 
change in classification of loans 
adopted since the previous call. 
Some loans formerly classified as 
commercial and industrial were in- 
cluded in a new classification of 
“loans to other financial  institu- 
tions.” On December 31, 1959, loans 
in the latter classification totaled $7 
billion, most of that amount repre- 
senting loans formerly included in 
the commercial and industrial cate- 
gory. 

Consumer instalment loans in- 
creased 18 per cent in 1959, and 


single payment loans to individuals 
13 per cent. Real estate loans were 
up Ll per cent, notwithstanding a 
decline in those on residential prop- 
erties insured or guaranteed by the 
Veterans Administration. 

The two main components of de- 
posits, which together comprise four- 
fifths of the total, showed unequal 
rates of growth. Demand deposits of 
business and individuals increased 
less than | per cent, while their time 
deposits advanced 5 per cent. 

Continued growth in capital ac- 
counts raised them to over $19 bil- 
lion. On December 31, 1959, their 
ratio to assets was 7.9 per cent, 
higher than at the beginning of 1959 
but below the mid-year ratio. 

Deposits of mutual savings banks 
insured by the Corporation increased 
5 per cent in 1959 to almost $29 bil- 
lion at the year-end. Nearly a third 
of the growth was due to a net in- 
crease of 27 in the number of banks 
insured by the Corporation. 

Surplus accounts of the insured 
mutual savings banks amounted on 
December 31, 1959, to 8.4 per cent 
of assets, higher than recent end-of- 
year ratios and the same as in June 
1959, 
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123 SOUTH LA SALLE STREET, CHICAGO 90 ° 


Bonds - Notes: Debentures 
Equipment Trust Certificates 


We make available to banks and other investors a diversity of 
public utility, railroad, industrial and tax-exempt obligations— 


the obligations of well established corporations and communities. 


HALSEY, STUART & CO. INC. 


35 WALL STREET, NEW YORK 5 


AND OTHER PRINCIPAL CITIES 
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Colorado University 
To Conduct School 
Of Officer Training 


Two Stanford University profes- 
sors will be among discussion leaders 
for the University of Colorado Execu- 
tive Development Program this sum- 
mer, 

On hand for the program June 12- 
July 9 will be David E, Faville, mar- 
keting professor, and Theodore J. 
Kreps, both of the Stanford Grad- 
uate School of Business, 

The Executive Development Pro- 
gram has three phases, all designed 
to prepare middle management men 
for positions of greater scope and 
responsibility, 

Phase one is the campus program 

two sessions of instruction. This 
is followed by the year-round con- 
tinuing education program, 

Through regular mailings of arti- 
cle reprints, reviews, special reading 
lists and other material the director, 
Professor Robert S, Wasley of the 
CU School of Business, maintains 
contact between participants and the 
school, 

The third part of the program is 
the alumni phase, This segment in- 
cludes newsletters, selected mailings, 
reunions and a sharing of ideas with 
each new “graduating class.” 

Further information on the pro- 
gram may be obtained by contacting 
Professor Robert S$. Wasley, School 
of Business, University of Colorado, 
Boulder, 

e 


Bank Ad Foundation 
Shows Recent Gain 


Membership in the Foundation 
for Commercial Banks has grown 
to 5,325, according to Morris R. 
Brownell, Jr., foundation chairman. 

Use of collateral materials de- 
signed to supplement the commercial 
banks’ “Full-Service” theme has 
more than doubled since the cam- 
paign began last October, Mr. 
Brownell said. 

Since that time, 894 banks and 
advertising agencies have taken ad- 
vertising kits. Previous orders were 
only 420. 
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In Michigan 








‘Illegal Conspiracy’ Ruled 


In Bank Acquisition Case 


The Michigan State Supreme Court 
sharply rapped the Michigan Nation- 
al Bank, a branch system with head- 
quarters in Lansing, for acting in an 
“illegal conspiracy” in acquiring con- 
trolling stock in the Peoples Savings 
Bank of Port Huron. 

In a 5-0 decision issued April 11, 
the court ruled that Michigan anti- 
monopoly laws were violated in the 
Port Huron bank consolidation case. 

“National banks are subject to 
State laws which do not interfere 
with the purposes of their creation or 
conflict’ with express powers given 
them by Federal law,” the decision 
aaid, 

Michigan National bank, through 
its - bank profit-sharing 
trust, had bought controlling stock in 
the Port Huron bank in order to li- 
quidate it and leave Michigan Na- 
tional without competition in the Port 
Huron-Marysville area, the court said. 

The Peoples Savings Stock was ac- 
quired in 1956 by Leonard O. Zick, 
acting in behalf of the Michigan Na- 
tional’s employes trust. Mr, Zick 
moved in as president of Peoples Sav- 
ings during the operation. His role 
with the rival bank was made known 
during litigation. 

Michigan National’s methods were 
ruled illegal by Circuit Judge Timo- 
thy Quinn in a trial initiated by 
Peoples Savings. 


employes 





“] wish I had your outlook on life.” 


Judge Quinn has ordered the 
Peoples Savings stock—which had 
been impounded—to be sold at auc- 
tion for not less than $43 a share, the 
price paid by Michigan National and 
its employes trust. Judge Quinn was 
reversed on this point by the Supreme 
Court, which ruled that no defendant 
in the case should be allowed to bid 
on the stock, 

A damage claim by Peoples Sav- 
ings for the loss of deposits in the 
last quarter of 1956 was rejected by 
Judge Quinn. This ruling was upheld 
by the Supreme Court, which said 
direct proof of such a loss was not 
established. 

Mr. Zick was ordered to repay 
$2,056 in salary which he had re- 
ceived from Peoples Savings by Judge 
Quinn, This was upheld by the Su- 
preme Court, as was the awarding of 
$560 damages to all defendants for 
unnecessary audit expenses. 

Justice George Edwards wrote the 
opinion, with four other justices sub- 
scribing to it. Justices Eugene F. 
Black of Port Huron and Thomas M. 
Kavanaugh disqualified themselves 
from the case, Justice Kavanaugh was 
attorney general when the case was 
started, Justice Theodore Souris, who 
was seated in the high court in Janu- 
ary, took no part. 


NASSB To Hold 
Colorado Meeting 


J. A. O'Leary, Kansas Bank Com- 
missioner and District 4 chairman 
for the National Association of Su- 
pervisors of State Banks, has an- 
nounced plans for the NASSB Dis- 
trict meeting in Denver, Colorado on 
May 27 and 28. 

Attending will be officials from 
Colorado, Kansas, Montana, Nebras- 
ka, New Mexico, Oklahoma, Texas 
and Wyoming. 
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March 22, 1960 
Mr. C. D. Axford, Editor 
American Banker, Inc. 
32 Stone St. 
New York, N.Y. 
Dear Mr, Axford: 

In the AMERICAN BANKER issue of 
March 17, 1960, there appeared a news item 
quoting from G. Russell Clark’s (New 
York State Superintendent of Banks) talk 
to the American Institute of Banking at 
Boston. Mr. Clark referred to the growth 
of savings in commercial banks being 
choked off by reason of the limitation of 
3 per cent on savings interest under Regu- 
lation Q. He is quoted as saying: 

All that the present 3 per cent rate 

ceiling is accomplishing is to channel 

funds into other savings and invest- 
ment media in both domestic and for- 
eign channels, over which the Federal 

Reserve has no direct control. 

From your news item it appears that Mr. 
Clark questioned: 

. the rationale of rate regulations 
that applies only to commercial banks 
while savings and loan associations 
and savings banks in most states are 
not restricted by such ceilings. The 
assumption that without rate regula- 
tions, commercial banks would engage 
in unhealthy and destructive competi- 
tion should be equally applicable to 
other types of savings institutions. And 
if this is in fact the case, why are not 
all of them under some sort of rate 
ceiling? 

I believe that the pressure, to lift or re- 
move the ceiling on commercial banks sav- 
ings interest rates, comes primarily from the 
largest banks. They are justifiably interested 
in retaining foreign and other deposits, They 
are secondarily or only remotely interested 
in true savings deposits. This seems evident 
to me from the proportion of their demand 
to time deposits. However, the existing 
smaller banks of the country (where sav- 
ings deposits constitute a large percentage 
of total deposits) cannot afford to pay a 
rate higher than 3 per cent. Some are hav- 
ing difficulty paying that. If the lid were 
lifted, the pressure on many smaller insti- 
tutions would be irresistibile. 

Relative to “unhealthy and destructive” 
competition—is there any doubt that re- 
moving controls on savings interest would 
eventually result in unhealthy and destruc- 
tive competition among commercial banks, 
even as it has already overtaken savings 
and loan associations? Why is there no 
agitation to remove the restriction on pay- 
ment of interest on demand deposits? If 
that were permitted, would there not be 
unhealthy and destructive competition? 

I would have no objection to permitting 
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commercial banks paying more than 3 per 
cent on foreign deposits, if it is deemed 
that this move is essential to maintain 
these deposits. | do not advocate restricting 
the dividends that mutual institutions may 
pay. On the other hand, I strongly urge 
that they should pay income taxes on their 
profits, The pressure of econcm’cs will de- 
termine what rates they can afford to pay. 
I do wish that Mr. Clark would take a 
position for equitable taxation. In my 
opinion that is the very crux of th's entire 
# tuation. 
Very truly yours 
L. Shirley Tark 
Chairman, Executive Committee 


Main State Bank 
Chicago, Hlinois 





From time to time we have called 
attention to our decentralized 
organization, pointing out that 
with our multiple plant set-up the 
buyer had some extra insurance on 
deliveries. During the big war we 
frequently switched orders from 
one plant to another, and in 1951, 
when our Kansas City plant was 
under water, we maintained good 
service by handling the business 
in our St. Paul and Chicago plants. 


What we have not emphasized is 
the fact that our decentralization 
is only geographic. In all other 
respects we Operate just as we 
would if we were under one roof. 
Our procedures and prices are 
uniformly the same. Our equip- 
ment is identical. Our quality is so 
close that packages could be 
commingled and it is doubeful if 
anybody could identify the pro- 
ducing plant. 

Now why is this of interest to 
you as a buyer of bank checks? 
Well, suppose you were converting 


DECENTRALIZATION 


U.S. A ‘Nation 
On the Go’ 


America is a nation on the go with 
nearly 32 million of us moving from 
one home to another in one year, fig- 
ures of the U. S. Bureau of the Cen- 
sus reveal, 

Figures cover the mobility of the 
population during the decade from 
1947 to 1957. According to the re- 
port, this decade ranks as one of the 
great periods of internal migraiion 
in the nation’s history, and at the 
same time one of spectacular eco- 
nomic growth and steadily increas- 
ing living standards. 

The report shows the young, es- 
pecially those in their twenties, are 
more mobile than their elders. The 
search for employment is a great 
mobility factor and also tends to 
make people move greater distances. 
Regionally, westerners are the mov- 
ingest of Americans. 





























to a new style of check—as so 
many banks now are, due to 
changes in their check handling 
systems—and suppose you wanted 
to supply all of your customers with 
new checks on a tight delivery 
schedule. Such a volume might 
overtax the facilities of any print- 
ing plant, but in our case we 
would simply parcel it out. 


As a supplier of bank checks in 
some degree to more than thirteen 
thousand banks, including several 
giant institutions, we feel it is in- 
cumbent upon us to make known 
to our customers that our capacity 
is fluid and that we know how to 
employ it. Bankers who visit one 
of our plants are impressed with 
what they see, but we would like 
them to know that what they see 
is, to the extent necessary, dupli- 
cated in every other plant. Our 
ability to produce gives added 
weight to our claims that we can 
render dependable service at all 
times. 















Manufacturing Plants at: 


CLIFTON, PAOLI, CLEVELAND, DETROIT, INDIANAPOLIS, 
CHICAGO, KANSAS CITY. ST. PAUL. DALLAS. CHATSWORTH 
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Greenleaf, Wisconsin— William 
E. Doyle, farm representative and ag- 
ricultural loan of.- 
ficer of the First 
National Bank of 
Rice Lake, Wis- 
consin, has pur- 
chased control- 
ling interest in 
the State Bank of 
Greenleaf from 
William F.O’Con- 
nor. Mr. O’Con- 





MR. DOYLE 
nor is also president of the Park Falls 


(Wisconsin) State Bank. The sale 
was handled by Bankers Service Com- 
pany of Des Moines, Iowa. 

At a meeting of the directors fol- 
lowing the sale, Mr. Doyle was named 
executive vice president and a mem- 
ber of the board. Mrs. Doyle was also 
elected a director, succeeding Law- 
rence Aschenbrener of Park Falls. 
Other officers of the bank will con- 
tinue. 

Mr. Doyle holds bachelor’s and 
master’s degree from the University 
of Wisconsin, and has been a farm 
manager and an agriculture instruc- 
tor in Bruce, Wisconsin. He has also 
been farm representative for the Se- 
curity State Bank of Ladysmith. 

e 

Wewoka, Oklahoma— Dick 
Huddleston, vice president and cash- 
ier of the First National Bank of 
Wewoka, appeared as a consultant 
on a two-member panel on the topic 
of “Advertising for Not-So-Large 
Banks” at the regional meeting of 
the Financial Public Relations As- 
sociation conference in Birmingham, 
Alabama on April 6. 

Five hundred persons representing 
1] Southern states were at the meet- 
ing. 

Mr. Huddleston is a graduate of 
the School of Banking at the Uni- 
versity of Wisconsin. 
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Washington, D.C.—John Fletch- 
er Rolph III, has joined the staff of 
the American Bankers Association as 
a counsel in its Washington office, it 
was announced by Merle E. Selecman, 
executive vice president of the asso- 
ciation. 

Mr. Rolph had been vice president 
of W. S. Morsell & Company, Inc., an 
insurance brokerage firm in Balti- 
more since August, 1958. Previously, 
he served more than a year on the 
staff of the general counsel to the 
Board of Governors of the Federal 
Reserve System, and six years with 
the National Security Agency at Fort 
Meade, Maryland. 


St. Louis, Missouri—Norman B. 
Leppo, formerly a regional supervisor 
for the Clary Cor- 
poration, has 
joined the sales 
staff of Bank 
Building and 
Equipment Cor- 
poration of Amer- 
ica, according to 
Earl T. Klein, 
sales director. 
Mr. Leppo is a 
graduate of Menlo Junior College and 
attended the University of California. 
He will be based in the firm’s head- 


quarters in St. Louis. 


MR. LEPPO 


San Diego, California—Kenneth 
Hallawell, assistant vice president of 
the San Diego Trust & Savings Bank, 
recently retired and was honored by 
officers and directors of the bank at a 
dinner at the University Club. 

Mr. Hallawell, a native of Brazil, 
joined the bank as a messenger in 
1925. Since then he had held major 
positions in almost every department 


of the bank. 








Boston, Massachusetts—Daniel 
J. Murphy, president of the Arling- 
ton Trust Com- 
pany of Law- 
rence, was recent- 
ly elected a direc- 
tor of the Massa- 
chusetts Business 
Development Cor- 
poration during 
its seventh annual 
meeting. The 
board also elected 


MR. MURPHY 
Elliott R. Hedge, vice president of 
the New England Trust Company, as 
director. The MBDC is one of the 
largest credit corporations in the 
country. 


Red Lodge, Montana—John T. 
Vucurevich of Rapid City, South Da- 
kota has purchased from R. B. Zach- 
ary of Red Lodge, Montana, the 
controlling interest in the First Se- 
curity Bank of Red Lodge. 

Mr. Vucurevich has been elected 
president, and stated that while he 
will not be active in its management 
the personnel will be unchanged. 

The Charles E. Walters Company 
of Omaha, Nebraska represented all 
parties in the sale. 

Mr. Vucurevich is also president 
of the Rushmore State Bank at Rapid 
City and the Farmers State Bank at 
Tabor, South Dakota. 


Biloxi, Mississippi—Peoples 
Bank of Biloxi celebrated its 64th 
anniversary April 9 with an open 
house. President O. G. Swetman re- 
ported nearly a thousand patrons 
visited the bank. 

An art contest sponsored by the 
bank during the open house was won 
by Mrs. Constance Dacey. Her paint- 
ing was “The Cove.” 
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Hillsboro, Wisconsin—Two re- 
cent personnel changes were listed by 
the Farmers State Bank of Hillsboro. 

Carl G. Postel was elected a direc- 
tor February 24 to fill the unexpired 
term of W. O. Shear who died Janu- 
ary 24, and Russell R. Plath was 
elected cashier March 15 to fill a va- 
cancy created by the resignation of 
A. G, Becker February 1. 


New York, New York—Gordon 
A. McLean has been appointed secre- 
tary of the advisory committee on 
special activities of the American 
Bankers Association. 

Dr. McLean will succeed Eugene 
C. Zorn, Jr., who has resigned from 
the ABA to join The Republic Na- 
tional Bank of Dallas as vice presi- 
dent and economist. 


Augusta, Georgia—L. W. Hill, 
Jr., an Augusta businessman, was 
elected to the board of directors of 
the Georgia Railroad and Banking 
Company at its recent annual meet- 
ing. 

Mr. Hill is president of the Rich- 
mond Lumber Company and Rich- 
mond Supply Company. He is active 
in many civic enterprises and is a 
member of the Committee of 100. 


George, Iowa—E. E. Manuel, 
president of the George State Bank, 
believes in keeping his stockholders 
informed by issuing one of the most 
comprehensive annual reports of any 
bank. 

His last effort, which reviewed the 
international situation as well as a 
complete listing of bonds and secur- 
ities, ran to 19 single-spaced pages 
mimeographed on legal-size sheets. 


Rochester, Minnesota— Arthur 
L. Becker, general manager of the 
Rochester International Business Ma- 
chines plant, was elected a director 
of the Olmsted County Bank & Trust 
Company. 

John D. Chisholm, president, stated 
Mr. Becker has been elected to suc- 
ceed Clarence E. Frizzell, who re- 
signed recently. 

Mr. Becker is an IBM veteran with 
nearly 29 years service, having joined 
the company in June of 1931. 
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Chicago, Illinois — The National 
Boulevard Bank of Chicago has an- 
nounced its fourth Money Manage- 
ment Course for Women will begin 
May 2 and run for four consecutive 
weeks, 

Frank Mueller, a partner in Mack 
and Parker, will discuss insurance on 
May 2; Newton C. Farr, of Farr, 
Chinnock & Sampson will speak on 
real estate on May 9; Lloyd R. Jam- 
mer of Boettcher & Company will 
speak on stocks and bonds on May 
16; and O. Paul Decker, president of 
the National Boulevard, will discuss 
investment plans on May 23. 


this 
book 








means 
business 





Dallas, Texas—Lewellyn A. Jen- 
nings, Deputy Comptroller of the 
Currency, Washington, D. C., has 
been elected a senior vice president 
and a member of the executive com- 
mittee of the Republic National Bank 
of Dallas, it was announced April 18 
by Karl Hoblitzelle, chairman of the 
board. 

Mr. Jennings, a native of Missouri, 
has more than 30 years’ experience 
with the government in banking, fi- 
nancial and monetary agencies. He 
was named Third Deputy Comptrol- 
ler in 1950, and became First Assis- 
tant Deputy Comptroller in 1952. 








No if’s, and’s or but’s . . . no estimates or educated 
guesses. The NADA USED CAR GUIDE gets down 
to business, with facts and figures—current and 
accurate—based on actual transactions reported 


from your own trading area. 
Published in 8 regional editions to 


LOCAL 


reflect conditions in your market. 


CURRENT 
COMPLETE 


New edition is sent you every 30 days 
Average wholesale, average retail and 


(in most areas) average loan values... 
Includes easily identified scale draw- 
ings of both domestic and imported 
passenger cars . . . Easy to use 


section 


A simplified and expanded truck 


still only $8.00 per year 
quantity prices on request 
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Chicago, Illinois — William J. 
Schneider, formerly assistant vice 
president, was 
promoted to vice 
president of the 
National Boule- 
vard Bank of 
Chicago recently. 
Other promotions 
included the nam- 
ing of Richard 
A. Polito, Wil- 
liam E. Schroed- 
er III and Jerry E. Andersen as as- 
sistant cashiers. Charles E. Colchin 
was named assistant trust officer, and 
Miss Ruth A. Steinke pro cashier. 
Tobias Schaden, vice president and 
cashier, was appointed secretary of 
the bank. 

Mr. Schneider joined the National 
Boulevard in 1940. He is a graduate 
of the American Institute of Banking 
and the School of Banking at Wis- 
consin University. He served in the 
Army Air Corps during World War 
II. 





MR. SCHNEIDER 


Pittsburgh, Pennsylvania — 
Frank E. Agnew, Jr., president of 
Pittsburgh National Bank, has an- 
nounced the reorganization of the 
bank’s trust department. 

Six divisions were established in 
the trust department, with Philip K. 
Herr, senior vice president, and 














COMMERCIAL BANK AT DAYTONA BEACH was headquar- 
ters for the second annual Daytona Beach Auto Show. Left to 
right, are Dean Martin, president of the Automobile Dealers 
Association; Henry C. Coleman, bank president; Don Willis, 
chairman of the show; and A. T. Parsons, bank vice president. 
The bank is the site of the show each year. 


Robert D. Ferguson, administrative 
vice president, at the head. 

William R. Balph and James D. 
Harlan were appointed to supervise 
the personal trust division. William J. 
Copeland heads the business develop- 
ment division. Paul D. Remington is 
in charge of the trust investment divi- 
sion. Robert D. Calpass is in charge 
of the tax services division, and Nor- 
man H. Rea is manager of the corpo- 
rate services division. All are vice 
presidents. 


ELEGANCE AND EFFICIENCY are stressed in this new head- 
quarters of the Fidelity Bank of Beverly Hills, California, one 


of the nation’s newest banks. 
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Houston, Texas—The directo- 
rate of the newly-chartered $500,000 
Pinemont State Bank of Houston has 
a catholicity which few banks can 
match, 

Secretary of the Air Force Dudley 
C. Sharp is chairman of the board. 
Newton Gresham, past president of 
both Texas and Houston bar associa- 
tions, is president. Among the eight 
other directors are a neighborhood 
grocer and a hardware store proprie- 
tor. 

James B. Thomas and Frank Jen- 
nings, Jr., are executive vice presi- 
dent and vice president and cashier, 
respectively. 

The Pinemont Bank opened Feb- 
ruary 19 in temporary quarters in 
northwest Houston. 


Chicago, Illinois—The election 
of four officers of the Chicago Nation- 
al Bank was announced recently by 
Lester Armour, board chairman. 

Arthur J. Gneuhs of the commer- 
cial division of the banking depart- 
ment was promoted from assistant 
cashier to assistant vice president. 
Thomas G. Lynch, manager of the 
bookkeeping department, was elected 
assistant cashier, and John F. Walsh 
was elected assistant trust officer. Guy 
W. Steagall, manager of public rela- 
tions and advertising, was elected an 
assistant vice president. 
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Carthage, Mississippi—Funeral 
services were held in the Carthage 
Presbyterian Church for Joseph H. 
Sasser, board chairman of The Carth- 
age Bank. 

Mr. Sasser became president of the 
bank in 1934 and helped build it 
into a $5 million institution. A 1915 
graduate of the Millsaps (Mississip- 
pi) College School of Law, he 
worked for the CM&CP Railroad un- 
til 1923 when he returned to organ- 
ize the Bank of Walnut Grove. In 
1934 he moved to Carthage to be- 
come president of the Carthage Bank, 
a position he held until elected board 
chairman in 1958. 

Survivors are his widow, two chil- 
dren, a brother and sister and five 
grandchildren. 


San Francisco, California—fi- 
nal committee appointments for the 
69th anniversary convention of the 
California Bankers Association were 
announced by G. A. Walker, CBA 
president, and president of the Farm- 
ers & Merchants Bank of Long Beach. 

Committee chairmen include Paul 
B. Kelly, first vice president, Crocker- 
Anglo Bank, San Francisco; Kenneth 
E. Ritter, vice president, Union Bank, 
Los Angeles; Harold E. Craig, vice 
president, Security-First National 
Bank, Los Angeles; Kenneth C. 
Moore, vice president and cashier, 
Citizens National Bank, Los Angeles; 
Edmund F. Schnieders, senior vice 
president, Security-First of Los An- 
geles; Kenneth W. McLaren, assistant 
vice president, Farmers & Merchants 
of Long Beach; David F. Culbertson, 
vice president, Citizens National of 
Los Angeles; C. F. Schwan, vice presi- 
dent and cashier, California Bank. 
Los Angeles; W. A. Maurer, vice 
president, First Western Bank and 
Trust Company, Los Angeles; and 
Mrs. Samuel B. Stare, Los Angeles. 

Previously announced were the ap- 
pointments of Roy A. Britt, president 
of the Los Angeles Clearing House 
Association and president of the Citi- 
zens National of Los Angeles as gen- 
eral convention committee chairman; 
John W. Luhring, vice president of 
Union Bank of Los Angeles, executive 
chairman; and W. J. Thomas, vice 
president, California Bank, vice chair- 
man. 

The convention will be held in the 
Ambassador Hotel in Los Angeles 
May 22-24. 
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Los Angeles, California—Julian 
H. Zimmerman, commissioner of the 
Federal Housing Administration, was 
the main speaker at the 1960 Con- 
struction Industry and Allied Trades 
Industry. 

Funds from the dinner were pre- 
sented to the Mount Sinai Hospital 
and Clinic. 

Stanley M. Stalford, chairman of 
the board of Fidelity Bank, is chair- 
man of the fund raising committee. 
He said a record $300,000 has been 
contributed to the Mount Sinai free 
service program. 
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Missoula, Montana — The First 
National Bank of Missoula has an- 
nounced plans to conduct future 
courses for its supervisory personnel 
following the success of the first 
course in February. 

During the three-day course held 
at a local hotel, Dean Blomgren of the 
School of Business and several other 
Montana State University instructors 
discussed a range of management top- 
ics with the bank personnel. 

Dates for the future course have 
not been announced. 
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SECURITY NATIONAL’S senior vice-president, W. L. 
“Bill” Webber, is a member of the IBA Executive 
Council. Bill works the year around to promote the 
interests of Independent Bankers. Like all Security 
National executives, he is always ready to provide 
friendly, personal correspondent banking service to 
independent bankers all over the nation. 


SECURITY NATIONAL BANK 


MINNESOTA AT SEVENTH 


. KANSAS CITY, KANSAS 


A Reserve City Bank 
Member Federal Deposit Insurance Corporation 
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THE BEAUTEOUS BEVY of basketball players being inter- 
viewed by Sportscaster John Ferguson of Baton Rouge’s 
(Louisiana) WBRZ-TV are all members of City National 
Bank’s team. 


St. Louis, Missouri—The offer- 
ing of 50,410 shares of Southwest 
Bank of St. Louis common stock was 
over-subscribed March 25, the day 
it was made available. 

Included among the buyers were 
residents of the community served by 
the bank, all the bank’s officers and 
directors and 67 of 71 bank employes. 

Growing with the southwest St. 
Louis community it serves, South- 
west Bank has advanced from 20th 
to 10th place in deposits among all 
St. Louis banks in the past seven 
years. The bank’s facilities have been 
expanded twice in the past five years. 





CLASSIFIED ADS 


HELP WANTED 


Experienced young man for Opera- 
tions Department in Independent Bank 
in Southern California—Good starting 
pay, fringe benefits and opportunity 
for advancement. Box 7, c/o The Inde- 
pendent Banker, P.O. Box 267, Sauk 
Centre, Minnesota. 














WE NEED BANKERS 


of all skills and experience for posi- 
tions now available. Write to us for 
details in absolute confidence. BANK 
PERSONNEL CLEARING HOUSE and 
Employment Agency, 503 N. Washing- 
ton, Naperville, Ill. 
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Ontario, California—The First 
National Bank of Ontario, one of Cal- 
ifornia’s oldest independent banks, 
celebrated its 73rd anniversary in 
March. 

Originally established in 1887 as 
the Citizens State Bank, the institu- 
tion received its present name when 








WALKING THROUGH AIR instead of pushing doors is only 





it was chartered as a national bank 
in 1906. 

In announcing the anniversary, 
Ralph V. Arnold, the president, said 
the First National had reached an all- 
time high in deposits and resources of 
over $26 million in December. 


Missoula, Montana—The board 
of directors was increased from nine 
to 11 and an assistant cashier was 
named during the recent annual meet- 
ing of the First National Bank of 
Missoula. 

J. L. Kellogg and John R. Collins 
are the new directors. Mrs. Helen E. 
Rogers was advanced to assistant 
cashier. President Theodore Jacobs 
announced the re-election of all other 
officers and directors. 


St. Paul, Minnesota—The joint 
regional conference of the North Cen- 
tral, Lake and Midwest Divisions of 
the National Association of Bank 
Women will be held here May 19-21 
at the Saint Paul Hotel. Co-Chair- 
men of the conference are Miss Jennie 
R. Williams, Northwestern National 
Bank of St. Paul, and Mrs. Elizabeth 
Hagerty, American National Bank, 


St. Paul. 





ae 


one of the many conveniences now enjoyed by customers of the 
Bank of Stockton’s (California) at its new quarters. A flow of 
air keeps out dirt, dust, insects and animals. When the bank 
is closed, conventional doors fold over the air door entrance. 
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Chicago, [llinois—American Na- 
tional Bank and Trust Company has 
recently appoint- 
ed George H. 
Spence of Omaha, 
Nebraska as its 
agricultural rep- 
resentative in the 
Midwest region. 
He will handle 
livestock apprais- 

: als for the cor- 
MR. SPENCE respondent divi- 
sion of the bank. A native of Nebras- 
ka, Mr. Spence worked for the Ral- 
ston Livestock Commission Company 
as a salesman from 1934 through 
1941. Following this, he engaged in 
his own livestock dealership, Spence 
and Brunken. In the same year, he 
organized his present company, 
Spence Feedlots, which continues in 
operation. 





Albany, Georgia—Robert K. 
Landrum, presently vice president 
‘ and director of 
the Security 
Trust Company 
of Lexington, 
Kentucky. will 
join the First 
State Bank of Al- 
bany June 1 as 
head of the trust 
department. Mr. 
Landrum, a_na- 
tive of Lexington, received bachelor’s 
degrees from the University of Ken- 
tuck and the University of Chicago 
and a master’s degree from Harvard 
University’s Graduate School of Bus- 
iness Administration. He served in 
World War II, and joined the Secur- 
ity Trust in Lexington after finishing 
his education. 





MR. LANDRUM 


Phillips, Wisconsin — Roger L. 
Heironimus recently purchased con- 
trolling interest in the State Bank of 
Phillips from D. K. Tyler. 


Mr. Tyler will remain as president 
and director, and Mr. Heironimus has 
been elected vice president. No other 
personnel changes were made. 

Mr. Heironimus, a native of White 
Bear Lake, Minnesota and a naval 
officer during World War II, has been 
vice president of the Marquette Na- 
tional Bank of Minneapolis for the 
past nine years. 
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New York, New York—Robert 
A. Halpern has been elected assistant 
alta umm vice president of 
the Trade Bank 
and Trust Com- 
pany. He will 
continue to direct 
Trade Bank’s 
public relations, 
advertising and 
business develop- 
ment programs 
and the publica- 
tion of “Tradebanker,” a house or- 
gan. Mr. Halpern came to Trade 
Bank in 1952 as coordinator of busi- 
ness development. Previously he had 
been active in philanthropic and com- 
munity organization work in the New 
York metropolitan area. 


MR. HALPERN 


Kansas City, Missouri—Murray 
H. Davis joined the Mercantile Bank 
and Trust Company as an assistant 
vice president March 16. 

For the past six years, he had been 
with the Northwestern National Life 
Insurance Company, serving as dis- 
trict manager since 1958. 









Beverly Hills, California—Cur- 
tis H. Palmer, Los Angeles business- 
man and attorney, has been appointed 
a senior vice president of the City 
National Bank, it was announced by 
Alfred Hart, president. 

Mr. Palmer was a member of the 
bank’s original board of directors 
when the bank began business in 
January, 1954, and has served con- 
tinuously on the board since. 


Sioux Rapids, lowa—At a re- 
cent reorganizational meeting of the 
First State Bank, a number of new 
officers were elected. 

Named were A. R. Rehnstrom, 
president; A. J. Scott, executive vice 
president and cashier; Mrs. Blanche 
Lee-Leonard, vice president; C. E. 
Matthews, assistant cashier, and D. 
A. Rehnstrom, assistant cashier. 

Mr. Rehnstrom has been active in 
the banking field, helping reorganize 
the First State Bank of Linn Grove, 
lowa. This reorganization was cul- 
minated by moving the charter to 
Sioux Rapids, lowa. He is active in 
other business enterprises in the area. 


IS YOUR 
BANKERS 
BLANKET BOND 
ADEQUATE 
TODAY? 


BANKERS BLANKET BOND ST. PAUL FORM No. 24 
ALL COVERAGES IN STANDARD FORM — AND MORE 


The extended coverages provided in St. Paul 
Form 24 Bankers Blanket Bond provide 
modern security for your bank. All the neces- 
sary insurance against losses, which present 
banking security requires to protect bank 
shareholders, is provided in this all-in-one 


Bankers Blanket Bond. 






og 
CALL YOUR 
ST. PAUL AGENT ! 
TODAY 


LE! 


Af /, 
5 Mes WSSU 


r HOME OFFICE 
385 Washington St. 
St. Paul 2, Minnesota 
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THOUSANDS OF DAILY COMPUTATIONS now being done by 


conventional banking machines will now be done electronically 
by the RAMAC, recently installed by The First National Trust 
and Savings Bank of San Diego. The RAMAC “remembers” 
every detail of 100,000 accounts in its magnetic memory file. 
Keith W. Adams, assistant vice president, right, shows James 
F. Anderson, vice president in charge of operation, one of the 


magnetic disks. 


Los Angeles, California—Five 
vice presidents, two assistant vice 
presidents and two other officers were 
recently elected by the Union Bank. 

Promoted to vice president were 
Ralph E. Lautmann, J. B. Kilbourne, 
Cornelius J. Nicholas, Jr., Harvey R. 
Walk and Stephen H. Shattles. 

Robert J. Ellis and James S. Mc- 
Culloch were named assistant vice 
presidents. Donald L. Ross was 
named assistant auditor, and Francis 
J. Doyle was elected assistant secre- 
tary. 

* 


Minneapolis, Minnesota — The 
appointment of Dr. J, Dewey Daane 
as vice president and economic ad- 
visor to the Federal Reserve Bank of 
Minneapolis became effective May 1. 

Dr. Daane had been vice president 
in charge of the research department 
of the Federal Reserve Bank of Rich- 
mond. A native of Grand Rapids, 
Michigan, he was graduated from 
Duke University in 1939 and received 
his M.A. and Ph.D. degrees from 
Harvard University in 1946 and 
1949, respectively. 

He had joined the Federal Reserve 
Bank of Richmond in 1939 and had 
been with that bank continuously ex- 
cept for leaves of absence to attend 
Harvard and to direct an Internation- 
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al Monetary Fund fiscal mission to 
Paraguay in 1951. He has been a 
member of the faculty of the Uni- 
versity of Richmond since 1941 as an 
instructor in money and banking and 
business cycles. 





Princeton, Minnesota—A testi- 
monial dinner May 3 will be spon- 
sored by the Princeton Commercial 
Club in honor of John W. Barton, 
76-year-old president of the Prince- 
ton State Bank. 

Mr. Barton, who has served as 
executive vice president of the Met- 
ropolitan National Bank in Minne- 
apolis, was retired as president of the 
Inland Coal and Dock Company 10 
years ago. 

President of the Princeton Bank 
for the past nine years, he is credited 
with bringing two industries to the 
community and for revitalizing its 
economic growth. 

A plaque designating Mr. Barton 
as “Princeton’s Man of the Year” will 
be presented him by James W. Clark 
of the Minnesota Department of Busi- 
ness Research. 


Ketchum, Oklahoma—High 
school seniors from Ketchum, Strang 
and Big Cabin, Oklahoma were guests 
of The First State Bank of Ketchum 
March 24 for a bank tour, dinner and 
showing of a film on banking, accord- 
ing to Melvin L. Morgan, president. 

Faculty members of the schools 
accompanied the students on the tour. 
At the conclusion of the tour, each 
senior was given a gift by the bank. 





em 


BANKING ISN’T ALL SWIVEL CHAIRS as Executive Vice Pres- 
ident Harold Cross of the Union Bank of Los Angeles proves. 
The helicopter was used to survey a 4,000-acre tract the bank 
sold to a petroleum corporation. 
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Chicago, Illinois—Eugene F. 
Cronin retired as president of the 
Ashland State Bank of Chicago April 
30 after 53 years in banking. 

He will make his home in Indian- 
ola, Washington. Mr. Cronin had re- 
ceived his 50-year pin from the Illi- 
nois Bankers Association in 1957. 


» 
New York, New York—Two ap- 


pointments in the American Bankers 
Association were 
recently an- 
nounced by Merle 
E. Selecman, ex- 
ecutive vice pres- 
ident. 

Dr. Carter H. 
Golembe, who has 
been financial 
economist for the 
Federal Deposit 
Insurance Corporation in Washing- 
ton since 1951, has been named secre- 
tary of the ABA’s research council. 
He holds his B.A., M.A. and Ph.D. 
degrees from Columbia University, 
and studied at Biarritz American Uni- 
versity in France while serving in 
the Army immediately after World 
War II. Following the war, he was 
an instructor in economics at Col- 
lege of the City of New York and a 
resident fellow in American history 
at Columbia until he became financial 
economist for the FDIC. 

Paul G. Collins has been named 
director of information of the Wash- 
ington office of 
the ABA, and will 
also serve as as- 
assistant director 
of the ABA’s news 
bureau. He suc- 
ceeds George J. 
Kelly who became 
director of the 
news bureau Jan- 
uary 1. Prior to 
joining the association, Mr. Collins 
had managed the member service de- 
partment of the National Lumber 
Manufacturers Association, and had 
previously been on the staff of the 
Citizens Committee for the Hoover 
Report. From October, 1955 to Janu- 
ary, 1957, he was a staff member of 
the Committee on Education and 
Labor of the U. S. House of Repre- 
sentatives. He is a graduate of Holy 
Cross College, and has also attended 
Georgetown University Graduate 
School. 
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DR. GOLEMBE 





MR. COLLINS 








SPRING IN CHICAGO was greeted by these staff members of 





the American National Bank and Trust Company. The bank 
filled its quarters with more than 15,000 flowers on March 21 
and, using a theme of “Spring Comes to LaSalle Street”, in- 
vited customers to take flowers with them. 





Hamilton, Ohio — George C. 
Cronin has been named director of 
marketing for the 
Mosler Safe Com- 
pany. Mr. Cronin, 
who joined the 
firm in 1952, has 
served as New 
York commercial 
sales manager, 
assistant to the 
executive vice 
president, and 
Eastern regional sales manager. He 
will be responsible for marketing ac- 
tivities for all divisions within the 
sales company as well as its four 
affiliates. 


MR. CRONIN 


Spring Green, Wisconsin—The 
Sauk County Bankers Association, 
through a series of letters to farmers, 
has been staging a highly-successful 
dairy herd improvement program in 
Sauk and neighboring counties. 

Vernon R. Olson, chairman of the 
association’s agricultural committee, 
said there were 400 herds on test with 
the South Central Laboratory at 
Reedsburg on January 1, and that 
number had increased to 480 herds 
by April 1. 

Mr. Olson is agricultural repre- 
sentative of the Farmers State Bank 
of Spring Green. 


Omaha, Nebraska—O. H. Elliot, 
senior vice president of the First Na- 
tional Bank of Omaha, retired recent- 
ly from active banking. He continues 
as a director, however. 

His banking career began in 1911 
in Chickasha, Oklahoma, but he later 
returned to his native Montana as a 
cattle rancher. In 1924 he started as 
manager of the credit department 
with the First National of Omaha, 
and stayed with the bank since then, 
rising to senior vice president in 
1956. 

* 


Glendale, California — Valley 
National Bank is the new name for 
the Glendale National Bank, it was 
announced by chairman of the board, 
John M. Lawson. 

Authorization for the name change 
was granted by the Comptroller of 
the Currency, and became effective 
April 1. 

Founded December 17, 1957, the 
bank reported assets of $8,317,674 in 


a statement of condition last Decem- 


ber. 





CONFIDENTIAL SERVICE SINCE 1905 


FThe Od Reliable S 
CHARLES E. WALTERS CO. 


$303 MaS$t MANOMAL BANE SUNOING «=©6—Omana wese,/ 


Page 29 





















THE PRIZED NIKE AWARD given by the Denver Advertising 
Club to the First National Bank of Denver. Neil L. King (left), 
vice president in charge of advertising and publicity for the 
bank, is shown accepting the award from club president Bud 
Hilker. The bank also received 14 other awards. 





Chicago, Ilinois—Morris R. De- 
Woskin, president of the hotel bro- 
kerage firm bearing his name, was re- 
cently elected a director of The First 
Commercial Bank of Chicago. 

Mr. DeWoskin is active in civic 
and charitable organizations, and re- 
cently received the National Award 
for Community Service by the Jew- 
ish Theological Seminary of America. 


Kansas City, Missouri—Stock- 
holders of the Commerce Trust Com- 
pany recently increased the bank’s 
authorized capital from $9 million to 
$18 million and declared a 100 per 
cent dividend to stockholders of rec- 
ord on April 8. In other action, the 
bank transferred $414 million from 
accumulated free reserves in the un- 
divided profits account, and $9 mil- 
lion was then transferred from un- 
divided profits to effect the capital in- 
crease. 


The dividend increased outstand- 
ing shares from 450,000 to 900,000, 
with par value remaining at $20. Cap- 
ital funds of the bank now include 
$18 million capital, $22 million sur- 
plus, and approximately $7 million in 
undivided profits. 
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Andover, Massachusetts—A new 
auditorium and audio-visual center 
for the Phillips Academy here is the 
gift of R. Crosby Kemper, president 
of City National Bank & Trust Com- 
pany of Kansas City, Missouri. 

Recordings, films and television 
tapes prepared in the audio-visual 
center by Academy faculty members 
will be made available to educators 
to help relieve the critical shortage 
of teachers, Mr. Kemper said. 

A Phillips Academy alumnus, Mr. 
Kemper is giving the building in 
memory of his grandfather, William 
Thornton Kemper, a Kansas City 
banker and business leader who died 
in 1938. 

The new building on the Academy 
quadrangle is expected to be com- 
pleted within a year. The auditorium, 
seating 300, will also serve as a lec- 
ture and concert hall. 


Chicago, Illinois—O. P. Decker, 
president of National Boulevard Bank, 
reported a new high call deposit fig- 
ure of $90,652,935 on March 16. 

National Boulevard deposits have 
increased over $16 million since two 
years ago, and are now over $6 mil- 
lion higher than in 1959. 











Hedrick, Ilowa—Alvin G. Meyer, 
president of the Hedrick Savings 
Bank, has sold 
controlling stock 
in the bank to 
Ralph N. Baker 
of Ottumwa, 
Iowa, and Robert 
A. Helgerson of 
Creston, Iowa. 
Mr. Baker was 
elected president 
and Mr. Helger- 
son was elected executive vice presi- 
dent at a recent meeting of the board 
of directors. 

The sale was negotiated by the 
Bankers Service Company of Des 
Moines. 

Mr. Baker, a former sheriff of Wa- 
pello County, has been engaged in 
the real estate and insurance business 
in Ottumwa for many years. 

Mr. Helgerson was graduated from 
Iowa State University in 1943, and 
then served in the navy three years. 
He had been associated with Mr. 
Baker in Ottumwa until 1954 when he 
joined the Iowa State Savings Bank 
at Creston as loan officer. 

Mr. Meyer came to Hedrick in 
1950 from Granite City, Illinois 
where he had been vice president of 
the First Granite City National Bank. 


MR. HELGERSON 


Grand Rapids, Michigan—Wil- 
liam Rupp, Kent County director of 
, the Cooperative 
Extension Serv- 
ice of Michigan 
State University, 
has resigned in 
order to accept a 
position as assist- 
ant vice president 
of Old Kent Bank 
and Trust Com- 
pany. He will 
have charge of the Kent Bank’s agri- 
cultural department which was re- 
cently created. 

A 1942 graduate of Michigan State 
University, Mr. Rupp enlisted in the 
army and rose to the rank of captain 
during his service in Europe. He has 
served in his present post nearly five 
years. Previously, he had been 
Macomb County agricultural agent, 
a vocational agriculture instructor, 
and in production work for Nash- 
Kelvinator and the Ford Motor Com- 
pany. 


MR. RUPP 
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St. Paul, Minnesota—St. Paul 
Fire and Marine Insurance Company 
has announced the transfer of two of 
its officers. 

James P. White was transferred 
from Birmingham, Alabama as Ala- 
bama special agent, and Wendell T. 
Saline was transferred from Colum- 
bus, Ohio to St. Paul as special agent 
in the fidelity and surety department. 


Los Angeles, California — Citi- 
zens National Bank of Los Angeles 
has announced the promotion of Jo- 
seph L. Monte from assistant cashier 
to assistant vice president and of Wil- 
liam E. Barrows from manager of the 
credit department to assistant vice 
president, and the election of Carl 
M. LaMont as manager of the credit 
department. 


Chicago, [llinois—Louis E. Cor- 
rington, Jr., president of Southmoor 
Bank & Trust Company, announced 
the bank has been renamed Guaranty 
Bank & Trust Company. It will con- 
tinue at its present location on Stony 
Island Avenue at 68th Street. 

Mr. Corrington said the desire for 
a stronger identity was the reason for 
the change. 


Hamilton, Ohio—A. F. Ander- 
son was recently appointed regional 
sales manager for 
the Mosler Safe 
Company. He will 
be responsible 
for dealer opera- 
tions and will 
provide sales and 
administrative 
support. He join- 
ed Mosler in 1935 
as a salesman in 





MR. ANDERSON 
its Boston office. 


Wichita Falls, Texas—A new 
name in Texas banking—the First- 
Wichita National Bank of Wichita 
Falls, came into being recently when 
the First National and the Wichita 
National opened as a consolidated 
institution. 

Carter McGregor, formerly presi- 
dent of the First National, is 
chairman of the board, and Joe B. 
Wolverton, formerly president of the 
Wichita National, is president. All 
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Clothing Executive Asks 
Credit Costs Be Listed 


A Senate committee was asked to 
go a step further in protecting the 
“credit addict” from succumbing to 
the lure of “easy consumer credit” 
which helped plunge over 80,000 
American families into bankruptcy 
during the last year. 

Harold Rosner, president of Rob- 
ert Hall Clothes, New York, pro- 
posed that the full cost of merchan- 
dise sold under instalment credit be 
clearly disclosed. 

Under his plan, merchandise would 
carry two prices on the item’s price 
tag. One would be the cash price. 
The other would be the instalment 
price. For example, an item might 
be marked “$100 Cash” and “$115 
on instalments.” 

Mr. Rosner testified at hearings 
before the Senate Banking and Cur- 
rency Committee on the bill calling 
for full disclosure in credit transac- 
tions. 

When credit terms are made to 
seem easy enough to meet each week 








officers and employes of the two 
banks were retained in the consoli- 
dation. 

* 


Chicago, Illinois—Mrs. Bobette 
S. Rose has joined the business de- 
velopment department of the Ex- 
change National Bank of Chicago and 
is the first woman named as an ac- 
count executive by the bank in its 
33 years of operation, according to 
Edgar Heymann, president. 


Chicago, Illinois—J. A. Gallas 
and John A. Kapel have been named 
trust officers of the LaSalle National 
Bank. Both had been assistant trust 
officers. 

Mr. Kapel, a Northwestern Univer- 
sity alumnus, joined the bank in 1952 
and served as assistant auditor before 
joining the trust department in 1959. 
Mr. Gallas joined the bank in 1959 
and is engaged in estate planning 
work in the trust department. 


or month, “people suffering from the 
credit virus can no more resist the 
instalment salesman than the gam- 
bling or liquor addict can resist his 
type of addiction,” Mr. Rosner stated. 

Many consumers not able to “meet 
the responsible credit standards of a 
bank” are turning for credit else- 
where by paying excessive interest 
and fees, the retail executive warned. 

“Credit of this kind is not sound. 
It is not healthy. It is like a virus 
undermining our economic health.” 

In a prepared statement, the Rob- 
ert Hall president noted that he is a 
“firm believer in credit when it is 
wisely used. But,” he claimed, “today 
it is being abused.” 

Mr. Rosner called it “unfortunate 
that easy, easy credit merchants, with 
their ‘desperation tactics’ for getting 
business” don’t always maintain the 
strict credit standards enforced by 
commercial banks. 

“Rejection by the merchant under 
these same (commercial bank) 
standards would act as a ‘red light’ 
to the customer when his credit level 
is over the danger point and prevent 
a potential family cash crisis.” 

He cited the fact that a Chicago 
Bank recently had rejected 6,000 out 
of 11,000 applications for credit. 

He also noted the rise in family 
bankruptcies. Last year family bank- 
ruptcies accounted for 88 per cent of 
all bankruptcies. In 1950 the per- 
centage was 75 per cent. 

Mr. Rosner also pointed out that 
economists list the huge volume of 
credit in 1955 as a big factor in the 
recession of 1957-58. 

“Consumers were over-extended 
so they reined in on their purchas- 
ing to catch up on payments. “I’m 
in favor of anything that will pre- 
vent another recession,” Mr. Rosner 


added. 





BOUGHT 
and SOLD 








For Restriction and Competition 


This editorial is reprinted from the March 29 issue of the 
AMERICAN BANKER. 


0: importance in considering the effects of New York 
State’s new holding company law are the words of its 
preamble, presenting both reasons for its enactment and 
directives for its administration. The preamble is as fol- 
lows: 


Declaration of Policy. The enactment of Federal law 
to regulate bank holding compaines (Bank Holding Com- 
pany Act of 1956) has made it necessary for the State 
of New York to review the structure of banking organi- 
zations operating in New York State. After full considera- 
tion of the complex issues involved it is hereby declared 
to be the policy of the State of New York that appropriate 
restrictions be imposed to prevent Statewide control of 
banking by a few giant institutions; that no law or the 
administration of any such law should work a discrimina- 
tion in favor of Federally-chartered banking institu- 
tions or against State-chartered institutions; that the 
dual banking system be preserved; that competitive as 
well as banking factors be applied by supervisory au- 
thorities in approving or disapproving bank mergers, 
the operation of bank holding companies, acquisitions 
thereby or mergers or consolidations thereof; that no 
existing bank holding company be granted a statutory 
monopoly; that healthy and non-destructive competition 
be fostered among all types of banking organizations 
within natural economic and trade areas; that statutory 
home-office protection for small unit banking organiza- 
tions be preserved and extended, and that there be State 
supervision over the activities of bank holding companies 
and banking organizations for the purpose of assuring 
that the activities of such companies and organizations 
conform to the declared policy of the State in respect of 
banking. 


An obvious effort to “cover the waterfront” character- 
izes this policy directive. It is for the dual system of 
State and Federally-charactered banking. It is for foster- 
ing competition. It wants small unit banks to continue to 
enjoy statutory home office protection, that is, their right 
to veto establishment of branches in their communities 
except by sale of said banks. it seeks to end the “monop- 
oly” on use of the holding company device which one 
company has enjoyed in the State, and at the same time 
hopes that restrictions will be imposed “to prevent State- 
wide control of. banking by a few giant institutions.” 

Thus we have what appears to be a declared policy to 
favor development of additional Statewide holding com- 
panies, but to prevent them from being a few giants 
which dominate the State’s banking. Considering the 
probability that key units in new holding companies are 
likely to be some of the few multi-billion-dollar banks in 
New York City, this combination of an open door for new 
Statewide holding concerns and a closed door for control 
of a major proportion of the State’s banking by a few 
giants offers a policy puzzle indeed. The recommended 


Page 32 


imposition of “appropriate restrictions” to forestall a 
few giants expresses the long-existing sentiment in the 
United States against concentration of great banking pow- 
er. But where the trend in this direction, set in motion 
by this New York State law, can be halted, no one can 
tell. 

* OR 


These directives seem potentially double-edged. They 
may mean that the Banking Department is directed to 
favor applications for holding company entry by acquisi- 
tion into some area where competition is absent. They cer- 
tainly mean refusal to permit such acquisitions where 
competition would be replaced by monopoly. 

But how does this fostering of competition “within 
natural economic and trade areas” stand up against the 
clause declaring “statutory home office protection for 
small unit banking organizations be preserved and ex- 
tended”? In many, if not most cases, the small unit bank 
is within what the regional city banks consider their 
natural trade areas. Moreover, in effect, by opening the 
door to Statewide holding companies, the Legislature has 
said the entire State is one big economic area. The power 
of the holding company, or its regional branched banks 
(in the State’s branch banking districts), to persuade the 
small unit bank to sell out has been greatly enhanced, it 
would appear, by the apparent desire of the Legislature 
to foster competition on a “trade area” basis. What seems 


_ really to have been extended and preserved by the Act is 


the expansion potential of the major city banks. 

In the original version of the “omnibus bill,” which 
with certain alterations was enacted and signed by the 
Governor an hour and 32 minutes after the midnight ex- 
piration of the holding company “freeze” measure which 
was in effect for two years, much stress was laid upon 
the sort of vacuum in State supervision over holding 
companies which would follow expiration of the ban on 
their organization in the State. That is omitted from the 
preamble as enacted. All we have is the statement that 
the Federal bank holding company act “made it neces- 
sary” to review the New York State banking constitution. 
It would have been more candid to say insistent demands 
of various interests in New York State made necessary 
such review, and that the passage of the Federal act of- 
fered an excuse for doing so if the Legislature was to 
favor extension of branch banks and holding company 
operations. The Legislature could have continued in- 
definitely the “freeze” on holding companies, under the 
Federal act. 

Be that as it may. The words of the preamble seem 
duly pious and all-fearing in the cold light of the morning 
after. But as administrative policy guides, they well may 
mean whatever New York State Banking Boards of the 
future want them to mean. Almost any turn of the screw, 
short of reduction of the State’s banking control to a few, 
or less, giant banking institutions, could be justified as 
covered by this the 228 words of the preamble of this 
Act “to amend the banking law in relation to bank hold- 
ing companies,” now the law of the State. 


THE INDEPENDENT BANKER 
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AWAIT YOU AT DENVER’S NEW HILTON HOTEL! 


Denver is famous for its many beautiful 
structures and the exquisite new Hilton 
Hotel adds spectacular beauty to the capital 
city’s skyline. 

Denver is the focal point of the entire 
Colorado region’s livestock, mining, petro- 
leum, manufacturing and agricultural 
activities. It is a transportation and distri- 
bution center as well as the carnation capital 
of the world—truly an appropriate site for 
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DEPARTMENT OF BANKS AND BANKERS 


OTTO H. PREUS VICE PRESIDENT 


He MARQUETTE 1%201n(/ BANK 


26TH ANNUAL I.B.A. CONVENTION MAY 22-26 


the 26th Annual I. B. A. Convention. ..a 
favorite meeting place for friends. 

The Men of Marquette are looking forward 
to a stimulating program and the oppor- 
tunity of discussing mutual banking prob- 
lems of current interest together with you. 


We hope to greet you personally at Denver 
at the new Hilton Hotel for this year’s 
I. B. A. Convention. 
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Only C4ahional Bank Teller’s Machine has 
Controlled Subtraction! 


It adds, subtracts, and automatically computes and 
dispenses the correct change... all as a by-product 
of the teller operation! 


NOW! This new subtraction feature provides 
National Teller Machines with a complete adding- 
subtracting facility ... eliminating need for many 
mental calculations. 


To learn the many ways this most practical in- 
novation can improve your CUSTOMER SERV- 
ICE, and benefit your teller and your bank, call 
your nearby National representative without delay. 


* TRADE MARK REG. U. S. PAT. OFF. 


ASK FOR A DEMONSTRATION OF THIS NATIONAL 


TELLER’S MACHINE WITH CHANGE DISPENSER. National * 
THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio SS eat + CASH REGISTERS 


1039 OFFICES IN 121 COUNTRIES © 76 YEARS OF HELPING BUSINESS SAVE MONEY ELECTRONIC DATA PROCESSING 
wer paper (No Carson Reauintn) 





